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Cities Service “hydrant truck” pumping and filtering jet turbine fuel 


Cities Service on the move 


A sleek jet airliner is fueled for flight through 


the skies... a giant reaper cuts a swath through 
a golden field of grain . . . a supertanker speeds 
its cargo of oil toa waiting refinery. In the air... 


on land...at sea... Cities Service is on the move. 


In all the varied ways in which a major oil com- 
pany operates . . . in production, transportation, 
manufacturing, research, and marketing . . . the 


pace is accelerated today. On a hundred fronts, 
to provide American industry and the American 
public with the newest and best in petroleum 
products... Cities Service is on the move! 


“Keep your eyes on Cities Service"’ 
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Buy... 
Sell... 
ot Hold? 


Sometimes it is hard to make up | 
your mind about certain securities, par- 
ticular stocks. 




























Too many important facts just don’t 
seem to add up. 

In such confused times, almost every 
investor finds it more difficult to make 
clear-cut decisions—so a lot of them 
don’t even try. 

We think that’s bad. 

Because very often the right an- 
swer today means the difference 
between profit and loss tomor- 
row... 





| Because there are any number of 
| places an investor can go for the 
help he needs in reaching the 
right answers—for him. 
| Here at Merrill Lynch, for instance, 
| our Research Department gets a steady 
| stream of facts and information from 
| all over the country, works constantly 
| to sort out the important ones, care- 
| fully evaluates them all in terms of 
the investor’s interest. So maybe that’s 
why Research can usually come up with 
| a pretty good answer to any question 
| concerning buy...sell...or hold. 


| 
| If you’d like to know what that 
| answer would be as regards any 
particular stock... 
| Or if you'd like to have a detailed 
analysis of your complete port- 
folio in the light of your over-all 
financial situation . . . just ask. 
There’s no charge or obligation. 
| Simply address — 
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How the ocean grew “ears” to pinpoint missile shots 


A quarter of the world away from its launching pad an 
experimental missile nose cone splashes into the ocean. 


How close has it come to the target? 
Where can it be found, recovered and studied? 


To answer these questions quickly and accurately, Bell 
Telephone scientists have developed a special system of 
deep-sea hydrophones—sensitive “ears” that hear under- 
water. Its name—the Missile Impact Locating System, or 
MILS for short. MILS, produced by Western Electric, 
manufacturing and supply unit of the Bell System, involves 
two types of networks. 


© One is a Long Distance network which monitors millions 
of square miles of ocean. The nose cone releases a small 
bomb which sinks and explodes at the proper depth for 
transmission of underwater sounds. Vibrations are 


BELL TELEPHONE SYSTEM 


picked up by hydrophones stationed at the same depth 
and instantly carried by cables to ground stations. Since 
the vibrations take longer to reach some hydrophones 
than others, time differences are measured to compute 
the location of the nose cone. 


{ 

@ The other is a “bull’s-eye” network which monitors a 
restricted target area. This network is so sensitive that 
no bomb is needed. It can detect the mere splash of an 
arriving nose cone and precisely fix its location. 

MILS is now operating in both the Atlantic and the 
Pacific test ranges. It was installed by the U.S. Navy with 
technical assistance from Western Electric. 

It’s still another example of how the universe of sound 


—below the sea, above the earth, in outer space—is con- 
stantly being explored by the Bell Telephone System. 
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The Trend of Events 


THE PROFESSORS An understanding of what 
makes John F. Kennedy tick has been emerging 
during the past few months. Where at first we were 
puzzled by his selection of so many college professors 
to be his assistants in the various areas, instead of 
men of broad practical experience in this tough and 
realistic world, a look into his background will sup- 
ply a very revealing answer. 

As a shy lad, during his formative years, a world 
of ideas was opened to him through the philosophies 
and theories propounded in the academic halls of 
Harvard. And after this, beside his war experience, 
came some 14 years as a member of Congress, 
where, as brought out in the give-and-take of the 
campaign, he indicated but little interest in legis- 
lative activities during his tenure. And, so far as 
can be learned, he was at no time actively engaged 
as a decision-making executive in any commercial, 
business or banking enterprise, which would have 
given him a realistic basis for making the highly 
sophisticated decisions required under today’s con- 
ditions. 

[It was therefore not surprising that Mr. Kennedy 
should turn for guidance to the professors with 
whose ideas he was thoroughly imbued. But, as 
bright and able as they may be, they in turn have 
a lot to learn about the practical workings in this 
world under normal conditions, let alone in the revo- 
lutionary shift and change that is taking place. And, 
so far they have not demonstrated that they are 


equipped to deal with the enormous problems facing 
us today. 

We all know what happened in Europe, Asia and 
in this hemisphere. We have no desire to rehash this 
situation, which clearly was due to lack of under- 
standing on the one hand, and some highly liberal 
leanings on the other. 

During this time too, the gold supply continued to 
decline to the lowest point since 1939, and now 
stands at $17.6 billion, less a mortgage of $950 mil- 
lion owed to the International Monetary Fund— 
leaving a net balance of $16.65 billion, against which 
there are short term liabilities to foreigners of about 
$21 billion as of May 1961. 

Yet, in the face of this situation, Professor Walter 
W. Heller, Chairman of the President’s Council of 
Economic Advisers, seems to be unconcerned, and, 
in fact, is advocating greater and greater spending 
as a cure for our economic and financial ills. 

If these are the theories that motivate President 
Kennedy’s policies, then indeed there is little hope 
of dispelling the dark storm clouds that are gather- 
ing on the horizon. Should we sit still and await the 
deluge? Should we as citizens accept this bleak situ- 
ation and become merely a “voice in the wilder- 
ness”? The answer is surely in the negative, and it 
would serve us well to broadcast far and wide, the 
full facts in this situation, and demand that sound 
reasoning rather than outmoded theories, idealistic 
and unreal philosophies and crackpot ideas prevail. 
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UNCLE SAM SI! — QUADROS NO! ... If we had 
any illusions about the pressing need to look out 
for ourselves, recent events in Brazil should cer- 
tainly arouse us to the real dangers we face in 
this hemisphere if we fail to take positive steps 
in our own behalf at this time. 

Is the $600,000,000 of the taxpayers’ money 
just appropriated by Congress for economic and 
social aid for Latin America the answer, in the 
light of events? I doubt it, for the speed with 
which the bill was passed seems more likely to 
be based on disorganized thinking as a result of 
the Cuban fiasco, rather than on real study and 
mature judgment. 

We never seem to learn and have been making 
off-the-cuff decisions of this kind in dealing with 
foreign countries for much too long, in the light 
of the dangers we face. But now that we have 
acted in haste, let us be sure we do not repent 
at leisure, by making certain our money will be 
spent in the right places and not to bolster the 
overweening ambitions of politicians hungry for 
power and greedy for wealth. 

The New Aspiring Dictator 


In Quadros of Brazil we have just such a man, 
who chooses not to accept the reality of the fact 
that Cuba has moved into the Communist orbit 
and menaces the entire hemispere. His attempt 
to shrug off the facts in the situation leaves him 
open to the charge that he, like the wild bearded, 
chicken-plucking Castro, has become interested 
in the Communist system, which must appeal to 
all power-hungry individuals, since, for the first 
time in modern history, it has developed a tech- 
nique by which a small minority can control the 
masses without giving them anything—and get 
away with it. 

Quadros’ statement in Brazilia on May 10th 
appears clearly to rule out Brazilian support for 
economic sanctions against Cuba. Nor is he will- 
ing to take part in the condemnation of Castro’s 
regime for failure to move toward a free elec- 
toral system under representative democracy. 
On the contrary, he applauds the new Cuban 
form of government. 

We can assume, therefore, that Senor Quadros 
is planning a similar type of rule for Brazil, and 
is taking the first step in that direction by what 
appears to be an evident declaration of sym- 
pathy for a Castro-type dictatorship. 

Under these circumstances, we would like to 
protest the making of loans to Brazil on the 
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ground that we would be financing a regime that 
has already drawn the Iron Curtain aside and 
taken the first step into that ‘“No-Man’s-Land.” 
To have reached this stage in the game, it is 
clear that the forces of subversion and sabotage 
must already be strongly entrenched in Brazil, 
so that any funds we make available to the gov- 
ernment will not serve the Brazilian people, but 
will be appropriated for use in furthering Quad- 
ros’ personal ambitions, which appear directly 
opposed to the welfare of the citizens. 

Thus, although Brazil’s economic position and 
currency need bolstering, and we would like to 
be of service to the people of that country, it is 
clearly unrealistic for the United States to un- 
dertake the task under these circumstances. And 
it may also be too late for us to stop the process 
set in motion by Quadros. 

Dr. Eugene Van Cleef, who has just returned 
from a tour of South America, will in a coming 
issue present his findings on the conditions in 
the individual countries, and Brazil in particular. 
It will be highly informative and even startling 
in some aspects, and will offer sound and real- 
istic suggestions on how the distribution of our 
aid should be handled to sustain and strengthen 
our friends, and to avoid the building up of 
armies that will be turned against us later. 

In the meantime, it seems only good common 
sense to act independently and in our own in- 
terests, instead of constantly waiting for our 
neighbors to make up their minds—manana... 
and on our allies abroad, who delay needed ac- 
tion when it suits their own interests. 

There has been too much hesitation on our 
part to act decisively for fear of criticism, yet I 
notice that Mr. Khrushchev does not care what 
anybody thinks—and nobody condemns any step 
he takes or questions his right to defend him- 
self. It seems to me that we are entitled to the 
same prerogative, but for some reason or other 
we are always apologizing even for accidental 
missteps and turn the other cheek for that extra 
slap in the face that we are bound to get. 

Certainly the time has come to face the 
facts—to recognize that the United States has 
reached a most crucial point in its history, and 
that resourcefulness, courage and the dictates of 
common sense must be the basis for all our de- 
cisions and actions, if we are to win the decisive 
battle in this world struggle for power. Tha‘ 
“buying our way” is not the answer. 
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Timely and Important... 


HOW GOLD AND WORLD CURRENCIES 
ARE REACTING TO THE CRISES IN BERLIN AND BRAZIL 


— Steps by Central Banks . 


.. Position of Individual Currencies . 


How Brazil Holds the Key for the West 


By JACK BAME 


T HE response of the international financial com- 
munity to political events, often reflects a more 
realistic appraisal of the situation than many of 
the press reports in the areas involved. Gold and 
foreign exchange movements are among the most 
sensitive of indicators and to the keen observer, 
supply a useful clue as to future trends. Recent 
events in Berlin have already had an initial impact 
in these markets, while any appraisal of the latest 
Brazilian crisis can as yet be only a preliminary and 
tentative one. 

Gold price movements have been marked, al- 
though not approaching the run-away bubble of last 
October in London, when the gold price exceeded 
$40 per ounce. The quotation has risen in recent 
weeks from the $35.06 level to about $35.19, the 
highest price since early February. This is defi- 
nitely a reflection of increased private hoarding de- 
mand, and is significant from a number of angles. 

First, the demand for the metal is considerable, 
since the uptrend in price is a direct reflection of 
accelerated buying orders. The latter are reported 
to be coming from almost all areas: 
> From the European continent, as a result of the 

Berlin crisis. 
> From Latin America, with heightening troubles 

in Brazil — some new difficulties in Argentina, 

Colombia and El Salvador. 
> From the Middle East, with a rising capital flight 

from Egypt, on an uncertain currency situation, 

plus new nationalizations, and rumors of the 
creation of an Arab dinar to replace the present 

Egyptian and Syrian currencies. 
> And from the Far East, due to almost perennial 

political and military unrest. 

Second, some central banks were reported to be 
converting some of their substantial convertible 
currency holdings into gold, in view of international 


_ tensions. 


> Another possible reason for this particular de- 
velopment could be the apprehension on the part of 
some governments, concerning the possibility of a 
major revision in the international payments and 
reserves system at the coming International Mone- 


j tary Fund meeting in Vienna in mid-September. 


> Next, a rise in private hoarding demand was 
also evident from a general rise in the price of gold 
coins, although a moderate one. 

» In West Germany, the quotation for the popu- 
lar 20 mark gold piece rose about 10%. 


1961 


> In Paris, the 20 france gold coin was up about 
4%, while the sovereign piece in London was up 
about the same amount. 


Gold Still King 


This minor shift to gold demonstrates that the 
“gold complex” is still very much alive, and that any 
attempts to reform the global monetary system will 
face real opposition from gold-minded countries. 
& Yet the very fact that no major flight from lead- 
ing currencies or real panics have taken place, is a 
favorable testimonial to the practical effectiveness 
of present-day monetary management, and recogni- 
tion of the benefits to emerge from the recent moves 
toward free world monetary cooperation (such as 
the Basle arrangement of European central banks 
to hold on to sterling balances), including the uti- 
lization of exchange stabilization funds. 

Currencies: The major Western money units have 
been surprisingly stable. The same cannot be said 
for the East German Mark, which was reported to 
have been traded at as many as 10 units per West- 
mark, vs. a nominal official exchange value of 1 : 1. 

> This was certainly no demonstration of mone- 
tary power, despite the undeniable presence of 
Soviet tanks and guns. In contrast to this the West 
German Mark softened only fractionally and traded 
at its official mid-parity. However, there was evi- 
dence of some capital flight from West Germany to 
Switzerland, and from Marks to Gold. 

> The Pound Sterling’s stability has been a most 
pleasant surprise, for two reasons. First, the Pound 
has just overcome a real confidence crisis, and sec- 
ondly, it has almost always been a major sufferer 
when global political or military tensions mount, 
especially at a time of normal seasonal difficulty and 
long-run economic troubles. Sterling has strength- 
ened to over $2.8014, above its mid-parity, a really 
good level. Most other major European monetary 
units softened only slightly. The French Franc was 
temporarily off somewhat, but due more to its own 
Bizerte troubles. 


Brazil Holds The Key 


> A bigger problem was in Brazil, where the 
Quadros economic reform program seems to have 
little hopes of being implemented under any new 
regime. This does not augur well for Brazil, Latin 
America in general or the U.S. Brazil is a key area 
in the Western Hemisphere and a sharp swing to 
either left or right will (Please turn to page 710) 


661 








Foreign Uncertainties Facing Market 


Every week adds to evidence of the strong revival trend in industrial activity, but the favor- 
able prospect has been substantially allowed for in stock prices and demand is restrained by 
the disturbing foreign outlook. With one shock after another in the struggle between the 
Soviet Union and the United States, much can happen to whipsaw those who take a definite 
stand on the trend of the market. The situation calls for great flexibility under these con- 


ditions. 


By A. T. MILLER 


"TECHNICAL factors cannot alone explain 
the recent subdued trading-range fluctuation of 
most common stocks, following about a 6% rise by 
the industrial average from the July 18 reaction 
low to the August 22 all-time high of 725.76. 
Roughly a fourth of it was given up in a two-day 
retreat, but stabilized on a further test in the fore- 
part of last week; and there was moderate later 
improvement on light trading volume. 

There has been seemingly ample “technical con- 
solidation” to permit renewal of selective upward 
tendencies—if unpleasant news of the Berlin crisis 
recedes somewhat into the background for a time, 
and if fresh foreign imponderables, in addition to 
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those posed by the recent seriouly disturbing events 
in Brazil, are not injected. 

All indicators show that at no time over the last 
fortnight has there been any significant increase in 
selling pressure, but that there has been inhibition 
on the buying side, due partly to advanced stock 
valuations and in greater degree to the foreign un- 
certainties. 

At the moment the market is doing a fair job of 
sweeping the problems “under the rug’’—but they 
are not likely to stay there. 

Rails have responded little to talk of Government 
subsidies designed to maintain essential passenger 
service of weak systems. Still favorites of many 
conservative investors, the utilities had 
worked up to another new high for the 
post-war period before the end of the 
week, 

While shifting from day to day, de- 
mand and supply in the market appear 
to be fairly closely balanced. In each of 
the last two weeks there was no very 
wide difference between the numbers of 
advances and declines in the various 
stocks. New individual highs continue 
to exceed new lows. 


What Will Kennedy Do? 


Moscow retains the initiative in the 
cold war, which is getting less cold and 
more threatening, while we and our 
Allies remain on the defensive. The 
most insistent question of course is 
what will Khrushchev do, and how far 
will he go in the ultimate aim of taking 
over Berlin. But after weeks of “study” 
and endless consultation, there is also 
still a question of what Kennedy will 
do; and of what, if anything, the 
French and British will do, especially 
the appeasement-minded British. 

Nothing thus far has happened to 
restore confidence in the President’s 
judgment in handling foreign affairs. 

It is no secret that the Russian shut- 
down of the East-West Berlin border 
caught Kennedy and his advisers by 
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surprise. As bluntly stated in one press 7 
report: it has “thrown a gigantic and 7 
unexpected monkey wrench into thé? 
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Administration’s carefully 
geared plan for handling 
the Berlin crisis.” 

There was further 
surprise in overnight news 
last Thursday that the 
Russians will resume test- 
ing of nuclear bombs. This 
and the Khrushchev boast 
of having super-bombs ca- 
pable of destroying any 
“imperialist” foe is the 
Communist answer to Ken- 
nedy’s relatively moderate 
defense build-up program 
and is intended to frighten 
us. and especially our 
Allies, into “negotiation” 
on Berlin. 

Where does 
Prime Minister Macmillan 
stand? Note his recent 
casual remark to reporters 
in a brief interruption of a 
go f game. At the moment 
the Berlin situation “is 
very worrisome, 
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but no- 
thing more. Nobody is go- 
ing to fight about it.” 
Khrushchev may well be- 
lieve that—if he has not 
believed it all along—and 
be further emboldened. 

What is to deter him if 
“nobody is going to fight” 
excepting possibly the 
United States? And, with the situation as it is, 
what is there to “negotiate” excepting capitulation 
on Communist terms, perhaps thinly disguised and 
with the Red take-over spread over a period of time? 

Can another monstrous defeat for the West be 
avoided without war, which could hardly be other 
than nuclear war? What kind of course can Kennedy 
steer through this mess created by folly of Franklin 
Roosevelt in dealing with Stalin as an “ally”? 

With these fateful questions hanging over us, any 
thoughtful observer of the market scene could be 
tempted to wonder what difference it makes whether 
stock prices are moving up or down at the moment, 

- what difference it makes that we are in a strong 
business revival today, . . . —what difference it 
makes whether the Government’s current-year 
deficit is estimated at $5 billion or $7 billion... 
what difference it makes what annual-rate earnings 
on the Dow industrial average might be by the first 
quarter of 1962—assuming no war. 

Under the circumstances, regardless of the grave 
foreign uncertainties, investors can only take a 
fatalistic attitude, hope that worse will not come to 
worst and try to go on with “business as usual.” 
They realize that no investment planning or business 
planning can be geared to the contingency of all-out 

war. So money might as well be in stocks as any- 
thing else, and people can only get on with apprais- 
ins the business outlook and the diverse possibilities 
in individual equities on an ex-war basis. 
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e The business news is, of course, good and get- 


ting better. A possible automobile strike could be 
hampering for a time, but all strikes are temporary 
and the market does not as a rule pay much atten- 
tion to them. (The industrial average rose through 
the initial weeks of the protracted 1959 steel strike, 
easing later for other reasons.) 

¢ New Orders—The Department of Commerce 
reports that new orders booked by manufacturers in 
July rose slightly, to the best level seen in more 
than two years. 

e Inventories—Following three months without 
significant variations, after termination of earlier 
liquidation, manufacturers’ inventories rose $200 
million in the month of July, or at annual rate of 
$2.4 billion. Further expansion is expected. 

¢ Steel Operations—Now again above 70% of 
capacity, steel operations have risen for four con- 
secutive weeks. July contracts for new construction 
were off slightly from a year ago, due to a sharp 
and probably temporary dip in awards for heavy 
engineering projects. Those for housing were up 
considerably from a year earlier. Estimated August 
building outlays maintained the July pace, were up 
4% from a year earlier and are expected to set a 
new record for the full year. The trends of personal 
income and spending are gradually upward. 

Maintain positions in sound stocks. Stress prudent 
discrimination in portfolio adjustments. Avoid undue 
speculative risks.—Friday, September 1. 
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FOREIGN AL 
-A drop in the buck 


> Are we taking responsibility for the world’s burgeon- 
ing population growth that our aid will only advance 
to higher levels and create a continuing problem? 


> The ever-increasing sums needed to relieve a primi- 
tive existence . . . what avenues for food supply to 
feed these new millions of people? 


> The multitudinous cost of power and industrialization 
needed to produce a decent standard of living 


> A realistic look at a blank check for foreign aid 
NOTE —————_ ne saaiciaaiceibialciatidideheeerisbiaibiaciiitaailintdll 


As this story goes to press, we read with interest Prime 
Minister Nehru’s “hopeful” prediction that by 1976—15 
years from now—lIndia’s national income will more than 
double, from about $30,000,000,000 a year at present to over 
$71,000,000,000. 


But, over the next decade and a half, India’s cur- 
rent population is expected to be almost 50% higher 
—or 625,000,000 people! He believes, if the 15-year 
plan is fulfilled, per capita annual income in India 
will rise from the present $69.30 to $111.30 per year! 


This is the type of poverty that the citizens of the United 
States are being called upon to finance. Yet it must be clear 
our very aid may compound and multiply the problem. We 
wonder whether, with the highest goodwill in the world, we 
and future generations can cope with a situation like this, 
since India is only one of the many countries suffering from 
the malady of intense over-population.— 

(Please note World Population map on page 667) 


—Editor 


“If the population of the earth continues to increase at its 
present rate—a doubling every forty years—within 600 years 
each inhabitant will have only about one square yard of 
standing space,” we are told. 


TATEMENTS like this, representing mathematically calcu- 
lated extensions of current experience, will probably alarm 
few readers. Most will reason comfortably, “First, I won’t be here 
at that time; secondly, it’s all just theory anyway that can never 
work out that way in practice.” And they will switch their worries 
to more immediate problems, like taxes or the behavior of the 
Soviets. 
However, the difficult problem of population cannot be so casu- 
ally dismissed. While the dramatic threat just described may be 
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tomorrow 


By JOSEPH MANN 


postponed into the remote future, many difficult con- 
sequences of burgeoning population growth are al- 
ready operating in the here and now. Specifically, 
rapid population growth threatens to undermine, even 
within the five-year period for which the Administra- 
tion is currently asking a single blanket appropria- 
tion, the benefits of our foreign aid programs in 
many countries. Either present programs will fall 
far short of their intended objectives or else they 
will have to be substantially enlarged, and even in 
the latter case they are not likely to contribute any 
net advance in the standard of living. 


It is doubtful whether anything we can do now 
can moderate our immediate problem, but unless 
early steps are taken to control population growth 
the situation will approach emergency proportions 
at no distant date. 


The Current Population Explosion 


After very slow growth—only about one-tenth of 
1% a year—during most of the Christian era, popu- 
lation began to grow more rapidly after 1650, as 
new, sparsely settled areas were opened up to Old 
World emigrants. It accelerated again after the dis- 
covery of the germ theory and the introduction of 
sanitation, about a century ago. But the real leap 
has occurred within our own generation, during the 
fifteen-year period since World War II. As recently 
as 1945 world population was around 2.3 billion; 
today it is believed to have just passed the 3 
billion mark, a 30% jump in half a generation! The 
U.N. estimates world population in another fifteen 
years, by 1975, at 3.9 billion, and at a figure well in 
excess of 6 billion forty years hence, in 2000. 
This rapid acceleration is due chiefly to two factors: 
first, the startling discoveries in antibiotics since 
the war and, secondly and more important, the im- 
proved communications which have transported both 
these discoveries and existing medical and sanitary 
knowledge to every part of the world. The results 
have been explosive. 

One example alone—borrowed from a recent TV 
discussion of the population subject by Dr. Albert 
Burke—will suffice as an illustration. As recently as 
1945 the infant death rate in British Guiana, on the 
north coast of South America, was 350 per thousand 
births. One day two visiting health officers were 
shocked by the frequency of infant funerals, in- 
quired into the situation, and suggested DDT as a 
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remedy This almost immediately dropped the in- 
fant death ratio to 67 per thousand. 

Most primitive countries have been characterized 
by high birth and high death rates. In more ad- 
vanced countries, like the United States, a reduction 
in mortality has usually been followed by a decline 
in the birth rate; the ten and fifteen-child families 
of our colonial era have gone out of fashion. Per- 
haps modern Asiatic and South American countries 
will eventually follow the same pattern. But here 
is the rub. The birth rate can adjust itself only 
slowly. The death rate has been dropped abruptly by 
sanitation and antibiotics. In the interval the popu- 
lation growth is likely to run entirely out of control 


Was Malthus All Wet? 


It would be misleading to suggest that the danger 
of unrestrained population growth is a recent dis- 
covery. On the contrary, an English clergyman, 
Thomas Malthus, issued a warning on this subject 
nearly two centuries ago. In his “Essay on Popula- 
tion” (1798) he pointed out that population always 
tended to exceed the means of subsistence and could 
be held in check only by famine, disease and early 
death. In a theoretical situation, he pointed out, the 
population could double at brief intervals, just like 
rats in a laboratory or bacteria in a test tube. But 
in the world situation, food and resources can only 
be increased gradually, with the result that the 
population would have to be controlled automat- 
ically—and harshly—by the available resources. 

Malthus’ theories have been highly controversial 
and the radical changes in society since his day 
have led many critics to challenge his basic prem- 
ises. While the population has more than doubled, 
resources have also been increased enormously. In 
the United States, at least, the current major food 
problem is surpluses, not shortages. These comfort- 
ing developments have convinced some students of 
population that Malthus was no more than a half- 
baked alarmist. 

It is clear that radical developments have oc- 
curred that Malthus could not have foreseen. Vastly 
improved farming methods have added enormously 
to the food supply, while such an inconspicuous 
contribution as modern plumbing has made it pos- 
sible for people to live in large metropolitan aggre- 
gations, overcoming the former natural restraints 
of sanitation. And birth control as a deliberate prac- 
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United States Government Foreign Grants and Credits 
By Major Regions and by Selected Years 
































7/1/45- 
Area 12/31/45 1946 1950 
ALL AREAS 
Net grants and credits utilized = ........ 2,010 5,473 4,155 
III aiatsciairahinntastennendevisrsanniccnse aie 2,898 4,029 
Military supplies and services . 69 524 
E ic and technical ............ Re 2,830 3,506 
ROR 2,575 125 
WESTERN EUROPE + 
Net grants and credits utilized .............. 842 3,468 3,266 
I NIIIID. scscisantarincankdanenitisencecsesooses on oe 1,399 3,227 
Military supplies and service ... 0 0 447 
Economic and technical aid ..... -.. O18 1,399 2,780 
es asthaasana’ 27 2,069 38 
OTHER EUROPE © 
Net grants and credits utilized .............. 274 677 —9 
I aicatratncechncctatnastennassionssaneeseicianns 274 605 —9 
Military supplies and service ............. 0 0 0 
Economic and technical aid <~ ae 605 9 
IID axicessicuratainctubenscisndtiqnersieisicrse 0 72 —1 
ASIA & 
Net grants and credits utilized .............. 803 944 725 
SINE acccidonsacamaasatiasbisnbassensesens a» fae 609 685 
Military supplies and services a 69 63 
Economic and technical aid ..... a 540 622 
I I ccascccsansenssecanccstncsacsocecnebenseonns 16 335 41 
AFRICA & 
Net grants and credits utilized .............. 1 13 8 
RII sis cconssinnatinndsbaiacunssatacrsonsins ne shied a 
Military supplies and services 0 0 0 
Economic and technical aid ......... on ™ —* ° 
EIN hac con hiticabascunsenstvasesccncissascnonnces 1 13 8 
LATIN AMERICA 
Net grants and credits utilized .............. 26 95 38 
NINN icin cst sdecsssanncntncnentaasxaxcéapacarianses 10 20 21 
Military supplies and services ........... 0 0 0 
Economic and technical aid ............... 10 20 21 
IN accel csaiccassinssdisiatenanbencsiivinceeneie 16 75 17 
OTHER 7 
Net grants and credits utilized .............. 65 276 128 
III a sasacencicsoicsscatsesessscincpecsertssensedes 65 265 106 
Military supplies and service ............. 0 0 15 
Economic and technical aid ............... 65 265 91 
RI ccc cccesnnredcchccoscceekesenorenntunsacsicens 0 11 22 
Source: “Grants, Loans and Local Currencies — Their role in 


Foreign Aid”, by Robert E. Asher. 
* = less than $500,000; —-* = net minus of less than $500,000. 


1—Because of r ding, comp ts may not add to totals. The 
totals do not include the capital investments ($4,949 million) of 
the U. S. Government in the Inter-American Development Bank 
($80 million), the International Bank ($635 million), the Interna- 
tional Development Association ($74 million), the International 
Finance Corporation ($35 million), and the International Monetary 
Fund ($4,125 million). Payments to these five institutions do not 
result in immediate equivalent aid to foreign countries. 











—Utilized grants and credits are measured generally in terms of 
goods delivered or shipped, services rendered, or cash disbursed 


to 














(In millions of U.S. dollars or equivalents)! 


2 — — 
Total 
through 
1960 1960 
1955 1956 1957 1958 1959 (Est.) (Est.) 
4,505 4,353 4,459 4,564 3,676 3,850 74,900 
4,586 4,368 4,097 3,978 3,670 3,500 64,975 | 
2,672 2,633 2,487 2,362 2,046 1,900 27,925 | 
1,914 1,736 1,610 1,616 1,623 1,600 37,050 |) 
— 82 —16 362 586 6 350 9,925 
2,386 2,202 2,029 1,669 1,029 1,190 45,950 
2,564 2,396 1,879 1,677 1,575 1,240 39,880 
1,758 1,906 1,574 1,368 1,280 1,030 18,855 
806 490 305 309 295 210 21,025 
—177 — 194 150 —8 — 546 — 50 6,070 
—1 —3 15 24 9 1 1,145 
a 3 7 1 2 4 1,040 
0 0 0 0 i) 0 0 
4 3 7 1 2 4 1,040 
—5 —6 8 23 7 —3 105 
1,845 1,838 1,872 2,110 1,924 2,125 22,180 
1,768 1,650 1,827 1,923 1,628 1,765 20,255 
862 643 814 885 671 780 8,200 
906 1,007 1,013 1,038 957 985 12,060 
75 190 43 187 296 360 1,925 
89 71 60 65 147 205 735 
57 48 54 65 120 155 440 
3 2 9 9 7 10 45 
54 46 45 56 113 145 395 
33 22 6 —* 28 50 295 
103 112 338 575 390 160 2,865 
98 137 176 184 164 135 1,355 
30 56 66 71 59 40 525 
68 81 110 113 105 95 830 
5 — 25 162 391 226 25 1,510 
80 131 147 120 176 175 2,020 
95 133 154 126 181 190 1,985 
19 25 25 28 29 25 290 
76 108 129 98 152 165 1,695 

















-15 —2 —? —G —5 —15 35 


by the U. S. Government to or fer the account of a foreign gov- 
vernment or other foreign entity. 


Credits are to be regarded as non-military aid only, since virtually 
all military aid takes the form of grants. 


Includes Greece, Turkey, and Yugoslavia. 


“Other Europe” means U.S.S.R. and European Communist states 
other than Yugoslavia. 


Because of the inclusion of certain Asian and African depen- 
dencies in Western European totals, data for Asia and Africa 
are correspondingly understated. 


7—Includes Australia, Canada, New Zealand, some unspecified areas, 
and certain international organizations. 











tice is now a possibility, which he couldn’t foresee. 
But the dismissal of Malthus as an old fogey 
really arises from a lack of perspective. We have 
enjoyed a century of unique progress in the 
world’s history; the effects of inexorable population 
pressure have merely been suspended, not thwarted. 
Further, those of us fortunate enough to live in 
North America or Western Europe have a short- 
sighted tendency to overlook the other seven-eighths 
of the world’s population—among whom the se- 
quence of events described by Malthus is not a 
theory of the future but a harsh existing fact. 
Revert for a moment to Dr. Burke’s description 
of the introduction of DDT into British Guiana. 
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This seemingly merciful act quickly lifted the popu- 
lation above the means of subsistence. The death 
rate shortly climbed back close to its former level, 
as hunger and disease had to do afterwards what 
infant mortality had done before. 


Effects of Population Growth Upon Foreign Aid 


This burgeoning of the world population concern 
us in two important ways. First of all, although the 
pressures are somewhat less in our own country, 
they will soon become severe even here. Second, and 
more immediately, the efficacy of our foreign aid in 
many countries is already being cancelled out by 
rapid population growth. 
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¢ In India, for example, the 1951 census showed 
a population of 357 million. Today it stands at an 
estimated 438 million, an advance of over 20% ina 
decade! (Every day the population of India increases 
by some 21,000 people.) Merely to maintain a con- 
stant level of subsistence our aid must increase 
proportionately. 


¢ Actually, under the original concept of foreign 
aid as a war rehabilitation measure India was not 
a major recipient. (An article in the last November 
19 issue of the Magazine of Wall Street itemizes 
aid to each country while the table accompanying 
the current article shows aid by regions.) But under 
the recent shift of foreign aid philosophy, the un- 
derdeveloped countries of Asia, Africa and South 
America will become the principle beneficiaries, 
while India is already the largest recipient at the 
moment. And whereas the initial purpose of war 
damage reconstruction had its natural limit, the 
new, more vaguely defined program may well be 
endless. In any case, population growth will be one 
of the major factors determining the utility of our 
foreign aid dollars. 

India As An Example 


Let’s be a little more specific. India has so far 
received about $2 billion in U.S. foreign aid. The 
country is just now launching its third and most 
vrandiose Five-year Plan, at an indicated cost of 
$24.3 billion. The bulk of this will be coming from 
internal sources, but foreign exchange of $5.5 bil- 
lion will still be required, most of it to come from— 
guess whom? 


¢ Meanwhile, India’s population is growing at the 
rate of 10 million a year, and by the termination of 
the present plan, in- 1966, will reach 492 million. By 


1971 it is expected to amount to 555 million, and 
by 1976, only fifteen years hence, 625 million! 


¢ One billion dollars of annual aid to India would 
amount at present to 
$2.29 per capita of 
that country’s popu- 
lation. By 1966 the 
same contribution will 
spread out to $2.03 per 
capita, and by 1976 to 
only $1.59. To be sure, 
these amounts seem 
insignificant when 
broken down in this 
way, but represent the 
major source of capital 
equipment for India’s 
economic development. 
Rapid population 
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ly at the subsistence level this can be done only 
by almost prohibitive self-discipline, by deliberate 
starvation of part of the population, as has occurred 
under Communism, or by external gifts, naturally 
the preferred method. 


e Rapidly growing population always threatens 
to absorb this surplus, however derived, and cancel 
out any permanent benefit. 


¢ The Indian Government even admits itself now, 
in the latest version of its third Five-Year Plan, 
that self-sufficiency will not be achieved at any time 
in the foreseeable future. Per capita income will, in 
fact, drop from $83.16 per annum to $80.85—de- 
spite the massive doses of foreign aid that are 
regarded as essential attributes of this plan. 


. . » And South America 


South America is also an area marked for a mush- 
rooming population growth—and an increasingly 
insistent solicitor of our foreign aid. At the present 
writing, in fact, the Latin American finance minis- 
ters are meeting at a luxurious beach resort in 
Uruguay where, while they enjoy their champagne 
and congregate around floodlighted swimming pools, 
they are emphasizing the poverty of their countries 
and contemplating the maximum “donation” they 
can expect from Uncle Sam. Not to disappoint them, 
Secretary of the Treasury Dillon has already prom- 
ised $20 billion, presumably to be supplied over a 
ten year period. 


¢ But the population of the tropical areas of 
South America is expected to increase even more 
rapidly than India. This is because the former re- 
straint of a high death rate on the high feundity 
of this region has been abruptly removed. Thus, the 
67 million population of Brazil is expected to climb 
50% to 102 million by 1975. This is in contrast with 
a smaller, 28% gain (Please turn to page 708) 
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WHAT “INSIDERS” 
ARE SELLING AND BUYING... 


Through Market Transactions and Secondaries 
— Tells Us About the Companies — About the Future 
By ROBERT B. SHAW 


NSIDER sales for the June quarter continued to 

show a heavy preponderance over purchases, 
while purchases dropped particularly sharply in the 
month of June, with only fragmentary reports for 
July so far available. The sharp market rise that 
got underway during late July clearly shows the 
uncertainty in the minds of corporate executives 
and directors as a result of the huge government 
spending program, with its impromptu atmosphere, 
which indicates no clearly defined limitations in 
spending. This at a time of great uncertainty in 
international affairs, including the pressures of 
Communism in Berlin, Asia, Africa and South 
America. 

But, it is well to remember that as far as insiders 
are concerned, they typically seek to straddle their 
position, so that on balance they can come out ahead. 
And it is well to remember too that when stock that 
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has been pressing on the market has been sold, 
traders are bound to follow the market up for short 
term profits. 

A Brief Review 


Before we examine the insider data for this recent 
period more closely, it would be valuable to make 
clear the various elements that we take into con- 
sideration in making these continuing suggestions. 

Insider transactions are those carried out in the 
stock of their own companies by officers, directors 
and “principal” stockholders (owning over 10% of 
any equity issue). Under the Securities Exchange 
Act of 1934 these transactions must be reported to 
the SEC which, in turn, publishes them in its 
monthly “Official Summary,” available by subscrip- 
tion. Insider transactions may, of course, be carried 
out for any reason—the acquisition of control, proxy 
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Monthly Transactions 
(In thousands) 


“INSIDER TRANSACTIONS IN SELECTED ISSUES” * 
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fight, diversification, tax losses, anticipation of 
death or the settlement of estates, etc.—but in the 
aggregate they give a composite picture of mana- 
gerial sentiment. 

Where Insider Activity Is Light, Where Heavy 

To assist in the appraisal of all the diverse insider 
data an index of 200 of the largest manufacturing 
companies has been compiled for these articles. In- 
sider activity in many of these companies, however, 
is infrequent. Insiders are fully entitled to buy or 
sell their own stock on the basis of private informa- 
tion—but not to sell and repurchase such stock 
within a six months period. 

Officers of the larger corporations are sensitive to 
statements that they are reducing their stockhold- 
ings—as several letters in response to earlier arti- 
cles on this subject attest. In any case, most of the 
familiar blue chips show only relatively limited 
insider activity, and in some issues, such as Eastman 
Kodak, du Pont, Singer Mfg. and U. S. Gypsum, 
such transactions are infrequent. Of course, sales 
are made more heavily in the case of companies 
which issue frequent stock bonuses or options to 
management, and companies in this category are 
increasing. (The stock acquired by such methods is 
not regarded as purchases, and this means that it 
is normal for insider sales to exceed purchases.) 

But insider transactions are considerably more 
frequent among the newer, volatile and more specu- 
lative companies. These include many of the new 
glamour stocks, in drugs and cosmetics, recreation, 
electronics, rocket fuel and other scientific indus- 
tries, which provide so much of the daily financial 
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excitement. Specific companies in these categories, 
to name only a few, are Electro Science, Litton 
Industries, Perfect Photo and Vendo. 

Some older companies which have gone through 
recent significant business and financial changes, 
like American Motors and Fruehauf Trailer, also 
appear prominently in the list of insider transac- 
tions. In some instances, such companies, typically 
short of cash, compensate their officers principally 
by large stock awards, or options at low prices, 
which they try to turn into liquid funds as favor- 
able opportunities offer. Large insider sales of such 
issues may not necessarily reflect an adverse out- 
look, but merely a decision by some of the officers 
to reduce their risks. Most of the companies of this 
type are excluded from our index of 200 although 
comments will be given when significant activity is 
noted. 


Insider Sales Prove An Accurate Indicator 


Insider transactions can be utilized both as a 
guide to the outlook for business in general and 
the prospects for individual companies. For many 
months now a large excess of sales over acquisitions 
has suggested a definite feeling of caution on the 
part of corporate executives. This attitude has been 
reinforced by an exceptionally heavy volume of 
secondary offerings. In the light of the subsequent 
market rise and evidence that the 1960-61 recession 
had definitely ended, these transactions have not 
proved closely timed in a trading sense, although 
it is hardly to be doubted that most of them were 
effected at very considerable profits. It must be 
remembered, moreover, that executives with very 
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large concentrated holdings cannot act with the 
flexibility of smaller investors and must carry out 
programs with some deliberation. Thus, they can 
hardly expect to cluster their sales closely around a 
peak but must make them gradually during a rising 
market. The caution corporate insiders have shown 
recently should inform other investors that many 
of these stocks are being held at an increasing risk. 

The transactions in individual issues provide more 
closely timed indications. The record in respect to 
purchases has not been as significant as that for 
sales. Officials are under both a natural inclination 
and outside pressure to increase holdings in their 
own companies as their means permit. Just the 
same, extended insider accumulation, taken in con- 
junction with other factors, represents a valuable 
signal. 

> Heavy insider sales have almost invariably pro- 
vided a reliable indicator of forthcoming events. In 
the first of these articles, in the November 22, 1958, 
issue of this magazine, atten- 
tion was called to the heavy 
sales, beginning in the summer 
of 1957, in Curtiss-Wright, 
General Dynamics, Olin-Math- 





Such evidence cannot be disclosed by simple share 
volume but will be pointed out in these articles. 


Some More Recent Examples 


Other insider transactions have had their sequel] 
in market action of the more recent past. Insider 
sales of over 24,000 shares have occurred earlier 
this year, for example, in Seaboard Finance, on the 
part of many officers and directors, apparently at 
prices around 27 or 28; the current price of this 
usually stable issue is about 22. In its March quarter 
statement the company disclosed it had suffered 
severe setbacks in the formation of its new credit 
card subsidiary, being obliged to write off losses of 
about $12 million or to set them up as deferred 
charges to be amortized in the future. 

Mr. B. E. Bensinger, president; Simpson E. 
Meyers, vice president, and four other officers of 
Brunswick Corp. unloaded in excess of 66,000 shares 
of this exceptionally successful recreation equip. 











ieson, Sperry Rand, Standard 


Oil of Indiana and United Air- 
craft. All of these subsequently 
suffered distinctly adverse 
market action and three of 
them, in fact, are still lower 
today than they were then. 

In the same article heavy in- 
sider buying was reported for 
Chrysler (at around 50), Stand- 
ard Brands (at 25) and Ameri- 
can Motors (at 5 or 6). Stand- 
ard Brands has tripled since 
then, Chrysler reached 70 in 
the following year, and AMC 
shot up to 30. It is conceded 
that buying trends pointed out 
in subsequent articles have not 
always had such clearly defined 
results. 


>In the second article 




















large-scale insider selling in 


ment manufacturer between 

January and April. Excessive 

optimism may have carried the 

ee a — price of the stock too high, and} 

’ it has subsequently declined) 

from the mid-70’s to around 55.) 

Shares > Another popular recrea- 

IRANI WRI sscickccciseseesescncsnssesivecsscscecee 6,750 tional manufacturer which has 
American Metals-Climax ...........0.ccccccccc 8,680 suffered a more tangible set- 
INN III ooo 5secescevcsssvscnssessisessasnseccons 11,080 back is Outboard Marine. In- 
RNID, aoc ccsscessscdrsciasesnsovnsenes 6,000 sider sales of 26,900 shares at 
Osa scc sais usaosa asassiceiacacconss 35,700 the beginning of the year have 
IND, 5s sasesnsccaccasassesnnscconsenstscosus’ 5,070 been followed by a further drop 
General Dynamics .............ccccccccccccseseeseseeees 16,720 in the price of the stock. Hea vy 
NN ssss5consseesvsiiasesinavesdcencasudcens 7,360 insider sales (over 20,000 
TE 7,200 shares) of American Motors 
SSIES Eee nee eee eT eR 3,600 between February and May 
International Paper .............c.cccccscessesseseeeee 3,720 may have anticipated the more 
Lockheed Aircraft ........ccccsscsscssssssesssecsseeene 2,800 intensive competition novw 
NINE sinics ex cacatisinioscshaqsseinacesiuiercobsalnsn 4,800 being given the Rambler by the 
NN 5o thc sciaat as sacsdahcsaSaandcacavicattonnense 4,600 compact models of the Big 

SII OE NII a 5scsccnsascessinsssoncsevenvsensnina 20,660 Three motor manufacturers. 

Setremlay Wadwstetes .....0.2...scccescsessecceseesessees 13,100 Approximately 2600 shares 
NII. suskind sancdeuicsisenssaceuonsencasssesestecncsaoes 3,100 of American Agricultural 
SS IRAE 7,250 Chemical were sold by three 
Westinghouse Electric ................cccccccceseee 5,600 executives or directors during) 
the spring; a few days ago the 








the early months of 1959 was 

noted for Bendix Aviation (at around 75), General 
Dynamics (at 55), General Mills (at 38), General 
Motors (at 55), Goodyear (at 50), Polaroid (at 
150), Procter & Gamble (at 45), and U. S. Steel 
(at 100). All of these indications proved reliable 
except for Polaroid and Procter & Gamble, where 
steady advances continued. 

> In brief, heavy continuous insider selling pro- 
vides a usually reliable indication of a subsequent 
market drop, or at least a sign that something is 
wrong within the company. To be sure, the delay 
before insider reports can be compiled and published 
is somewhat of a handicap in acting upon such in- 
formation, but investors, through these articles or 
the SEC’s Official Summary, can satisfy themselves 
that insider selling programs are completed before 
initiating their own purchases. 

Naturally, in any single company sales by a num- 
ber of officers and directors provide a more convinc- 
ing sign than heavy share volume by a single insider 
—which may reflect some purely personal motive. 
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company felt obliged to cut its 
quarterly dividend to 25¢ from 40¢. (An allied com. 
pany, International Minerals, however, has shown 
one of the heaviest insider buying trends this year 
and has advanced sharply above its former almost 
stationary level around 32.) 


> Within the glamour field, 13,700 shares o/ 
Avnet Electronics were sold in February, 400 ir 
March and 1500 in June; this was exclusive of 
27,000 shares exchanged for “swap funds” in June 
The narrow first quarter earnings advance was dis- 
appointing in the eyes of many holders, and the 
stock has declined almost 50% from its year’s high! 
Vendo Company suffered a sharp decline in first half 
earnings, the announcement of which was preceded 
by insider sales of nearly 28,000 shares, on the par‘ 
of several officers. 


June Quarter Insider Transactions 


Now, after this extended commentary, back tod 
an analysis of most recently reported insider trans 
actions—for the June quarter. Purchases of 52,007 
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shares on the 200 company index in April advanced 
narrowly to 59,000 shares in May but dropped 
abruptly to 25,000 in June, the lowest figure s.nce 
last November. Sales meanwhile climbed to 198,670 
shares in April, although they fell by nearly half 
in each of the next two months. The June sales 
exclude the large secondary offering of 400,000 
shares of Gulf Oil by Richard K. Mellon, which 
comes within the definition of an insider transaction 
by virtue of his position as a director. The figures 
cited above will not necessarily be final, as many 
insiders are tardy in reporting their transactions to 
the SEC. 


» Besides total shares bought and sold, the num- 
ber of individual companies involved in insider 
transactions is also of some significance. In April 
the stocks of 30 (out of 200) companies were bought 
by insiders vs. 72 sold; in May it was 38 vs. 62 and 
in June, 19 vs. 48. (In a few cases the same com- 
pany appeared both on the buying and selling side.) 
Thus, insider selling has clearly remained in the 
ascendancy. To the extent that this represented a 
concrete expectation that the market would decline, 
insiders have been, at the least, premature, but they 
may still have been wise in taking large profits and 
reducing risks. 


tween the months of February and May. 

The electrical equipment companies, Westing- 
house, General Electric and Square D, also showed 
continuing unpopularity with their own officers, 
perhaps still an aftermath of the price-fixing scan- 
dals. Three other companies for which heavy insider 
selling marked the extension of tendencies previ- 
ously noted were General Dynamics, Martin Co. and 
United Merchants. 

®» General Dynamics, it will be recalled, after 
cutting its former 50¢ quarterly dividend to 25¢ 
last year, omitted payments altogether in June, 
1861; this course was necessitated by heavy write- 
offs on the Convair 880/990 commercial jet program. 
Whether the long insider unpopularity of the air- 
craft manufacturing stocks has been reversed since 
the Berlin crisis cannot be determined until more 
recent data become available. 

& Despite—or perhaps because of—an exception- 
ally favorable market performance 2570 shares of 
Emerson Electric (excluding 700 shares exchanged 
for a swap fund) were sold in April, 2000 in May, 
and 500 in June, by three officers. Six thousand 
shares of Clark Equipment were disposed of by 
Director Donald Ross in May and June. An apparent 

selling trend in Hercules Pow- 








der set in during April, as 7200 





Secondary Offerings 
> Similar to insider sales in 


SUBSTANTIAL INSIDER PURCHASES 
June Quarter, 1961 


shares have subsequently been 
liquidated by four officers. 


many respects are secondary 
offerings, the large, broker- 
managed distributions of out- 
standing stock in behalf of 
selling stockholders. Again, 
these distributions may repre- 
sent a variety of motives, but 
the timing is naturally calcu- 
lated to bring these expertly 
advised sellers the best possi- 
ble price. The volume of sec- 
ondary offerings has remained 


Schenley Industries was par- 
ticularly heavily sold during 
May (10,900 shares by three 
officers), and this action was 
followed by a sharp price de- 
cline, even though May quar- 
ter earnings showed a strong 
recovery above last year’s defi- 
cit operations. Further insider 
sales of Schenley occurred in 
June. Four officers or directors 
of American Metals-Climax di- 





relatively heavy during the v. 








Shares 

Baldwin-Lima-Hamilton  ...................0sccc000e8 14,100 
Re aac ilo saan acne leak facies 8,000 
SII aia sicstiscat-nGiicotipnalaiipaaationetebaeteteiasichainneeaicimala 4,970 
I tae 3,790 
I a 4,000 
International Minerals ....................ccee0e0ee 12,560 
IIS, oro, otis 56 aicisibbdinneiecencassnioicianiin 19,020 
RII 1icccc scales botanseiinlcnsonieabelassinniesbiaemepetics 1,670 
Studebaker-Packard 2..............cccccceeeeeeeeeeeeeee 1,000 
I ss eaceigbeiaa ae ioancg ease tees 4,040 


vested 8680 shares, also during 
June. 














normally quiet summer season. 





Among recent distributions of 

this character have been: 80,000 shares of Inland 
Steel, by the estate of Celia Block; 125,000 shares 
of Kaiser Aluminum, by the Henry J. Kaiser Co. ; 
and 114,000 shares of U. S. Gypsum and 156,000 
shares of Deere, both by undisclosed sellers. 

While it can be misleading to base conclusions on 
such scanty information such a large offering of 
Deere, for example, suggests that some large and 
presumably well-informed seller may not share the 
general confidence being expressed in this company’s 
outlook. 

Other distributions represent more apparent ob- 
jectives, such as the “coming of age” of formerly 
closely held, new enterprises. Thus, the Rautboard 
family has reduced its shares of American Photo- 
copy from 34% to 28% by the sale of 385,000 
shares, and Western Union and American Broad- 
casting each sold half of its 240,000 share holding 
of Microwave Associates in a joint offering. 


Insider Selling Trends 
Companies on the list of 200 showing significant 
insider selling trends during the June quarter in- 
chided American Motors, already commented upon, 
some 20,000 shares of which were disposed of be- 
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®& Another “success” issue 

that was heavily sold in the June quarter—20,000 

shares by six officers—was Procter & Gamble. An 

operation like this can, of course, be regarded 

merely as cashing in winning bets. Fairly heavy 

insider sales of International Business Machines 
could be interpreted in the same light. 
Buying Trends Less Prominent 


Insider buying trends were, as usual, less clearly 
defined than selling tendencies, although the strong 
popularity of International Minerals, already pointed 
out, represents an exception. Other companies find- 
ing favor with their own officers during the June 
quarter were Baldwin-Lima-Hamilton, Beech-Nut 
(8000 shares taken by two officers, in May and 
June), Continental Can, where outright purchases in 
some volume were in addition to the exercise of 
many options, and Ohio Oil, where purchases of 
1700 shares were the first transactions of either 
character in this stock for many months. 

»> Monsanto Chemical was heavily bought through- 
out the quarter (about 19,000 shares), although off- 
setting sales of 6600 shares were made by two 
officers in May. Some buying also occurred in Hooker 
Chemical and U. S. (Please turn to page 699) 
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Significant Appraisal of the... 


1961 MID-YEAR 
DIVIDEND FORECAST | 








STEEL INDUSTRY — 
BELL-WETHER of U.S. ECONOMY 


— And varying status for individual companies looking to 1962 
By JOHN MARCHESI 


— An important and fascinating story that deals with the needs in 
our domestic economy — competition at home — competition and 
opportunities abroad — strikes and higher costs, calling for price 
advance, yet prices are under pressure — what second quarter earnings 
indicate for the second half and looking to 1962 


F there is one word which can be used to charac- 

terize the current mood of the steel industry, 
that word is “uncertainty”. The immediate outlook 
is clouded with two major doubts. First, ask any 
executive to forecast steel production, shipments 
and earnings in the second half of 1961 and expect 
to receive a question or two in return. What about 
automobile production? Will there be a long strike 
in that industry or not? And assuming that the 
union and the auto people can come to a peaceful 
agreement, what about the consumer? Will he go 
for the 1962 models in a big way, as some econo- 
mists have been predicting, or is this to be another 
year when car sales will be at a low level? Detroit 
is the biggest single customer of the steel industry, 
and consequently the outlook for steel production 
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in the second half of 1961 is closely identified with 
the auto market. 

The second major problem which must be solved 
before an intelligent earnings appraisal can be made 
for the steel industry is that of prices. Costs have 
continued to rise, reflecting the award of higher 
wages, but prices have not followed suit since 1958. 
The boost of about 14¢ an hour, which will occur 
October 1, adds about $2.00 to $2.50 to the cost of 
producing a ton of steel, the third such addition to 
the expense level in 21 months. Obviously there is 
a limit to the ability of the industry to absorb such 
increases. Will profits be seriously impaired by the 
burden of the added payroll expense or will price 
increases come to the rescue? No one seems to know 
for sure. 
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Statistical Position of Leading Steel Companies 
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Ist 6 Months— 





W.C. (mil.) ‘59-$39.0; ‘60—$35.3 


Net Profit Net Per Earned Per Cash 1961 Price Div. 


Net Sales Margin Shares Share Earn. Div. Range Recent Yield 
1960 1961 1960 381961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price % 
—(Millions)—— % % 1960 a 
I EE csscsstvavnsonvarnoitebienats $82.6 $65.4 3.1% 6% $.87 $.02 $1.17 $.61 $1.70 $.49 32%-16 22 1.8% 


Full Year————_Indic. 








ALLEGHENY LUDLUM STEEL .... 135.4 115.0 4.0 3.7 1.43 
W.C. (mil.) ‘59-$77.7; ‘60-$69.7 


1.10 2.92 2.25 4.14 2.00 5612-32" 48 4.1 





ARIREO STEEL. .....20..0.00000000s0000. 521.1 413.9 8.0 5.6 2.82 
W.C. (mil.) ‘59-$387.3; ‘60—$434.2 


1.57 5.21 4.76 7.47 3.00 795-57 78 3.8 





BETHLEHEM STEEL ................ 1,224.8 949.7 6.6 3.5 1.72 
W.C. (mil.) ‘59—$725.1; ‘60—-$656.9 


.67 2.44 2.52 4.40 2.40 574-374 41 5.8 





CARPENTER STEEL ................... 65.61 48.71 8.5 44 3.011 
W.C. (mil.) ‘59-$19.4; ‘60—$24.5 





COLORADO FUEL & IRON ...... N.A. N.A. NLA. NLA. 56 
W.C. (mil.) ‘59—$89.5; ‘60-$83.9 





COPPERWELD STEEL ................ 68.9 51.0 3.2 7 1.92 
W.C. (mil.) ‘59—-$30.2; ‘60—-$25.7 





CRUCIBLE STEEL ............0..0.000000 124.6 88.7 24 416 72 
W.C. (mil.) ‘59-$61.6; ‘60—$57.5 


DETROIT STEEL CORP. ............. 55.2 35.9 7.6 8 1.08 
W.C. (mil.) ‘59-$37.0; ‘60—$31.3 





EASTERN STAINLESS STEEL .... 34.6 31.0 3.5 3.9 85 
W.C. (mil.) ‘59-$20.0; ‘60—$24.3 





GRANITE CITY STEEL .............. 81.4 66.4 9.3 6.9 1.78 
W.C. (mil.) ‘59-$37.0; ‘60-—$27.3 


1.141 2.33% 3.512 4.852 1.60 5834-3814 47 3.4 


04 1.04 d.42 2.91 — 3538-1312 18 — 





34 5.00 2.08 4.87 2.00 55 -27'% 36 5.5 


4.46 1.50 19 2.50 80 2978-16 22 3.6 


9s 2 | 
.08 3.35 .90 2.06 1.00 268-13 17 5.8 
.83 2.18 1.24 2.09 .90 2534-15 21 42 

1.05 2.76 2.59 4.07 1.40 5278-30 48 2.9 





TEE HUI skerdarcssnredeseeseicnns 432.0 351.2 7.6 6.1 1.89 
W.C. (mil.) ‘59—$157.1; “60-$145.7 





*_Based on latest dividend reports. 
W.C.—Working capital. 
d—Deficit. 








Acme Steel: Recent attempts to upgrade facilities have held down earn- 
ings. A fair profits rebound could occur in 1962. C3 


Allegheny Ludlum: A _ specialty steelmaker, this company’s fortunes 
have already begun to perk up. Prospects for 1961 second half are 
good. 

Armco: One of the leading companies in the industry, Armco has enjoyed 
more stable earnings than most. One of the better steel values. A3 


Bethlehem Steel: While the poor first half earnings put the dividend in 
some danger, the $0.60 quarterly should hold now that profits are on 
the upswing again. B3 

Carpenter Steel: One of the smaller units in the industry, this company 
has a sound reputation as a stainless producer. B2 


Colorado Fuel & tron: A marginal company, C. F. & |. will benefit 
from the upswing in demand and better earnings which lie ahead. C3 


RATINGS: A—Best grade. C—Speculative. 
B—Good grade. D—Unattractive. 





The Brief Post-War Honeymoon 


Not too long ago, the only problem facing steel 
executives was that of pushing the steel out of the 
door fast enough to satisfy the demand. This period, 
of course, was that immediately following the Sec- 
ond World War and in retrospect there were clear 
reasons why this was an abnormal era in the history 
of the industry. 


First, an enormous pent-up demand for consumer 
durables as a direct result of wartime shortages 
followed closely the under-consumption during the 
hard-pressed 1930’s of autos, washing machines and 
Similar items. 
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1.23 2.77 2.68 5.01 1.60 5012-3612 47 3.3 





9 months ended March 31. 
Year ended June 30. 


Copperweld: This producer of alloy, stainless and carbon steels is on 
the upswing again. 

Crucible: Heavy modernization expense which penalized 1960 results 
should begin to pay off in the months ahead. 


Detroit Steel: This marginal company will probably make some money 
during periods of high steel demand, but it is still in a poor basic 
position. D3 


Eastern Stainless: Severe price cutting may limit profits recovery to 
some extent. C3 


Granite City: A small but well regarded steel company, Granite City 
has a good product line and a protected market. A3 





Inland: A once formidable competitive position is being eroded by 
entry of others into the Chicago market. Still one of the ‘better situa 
tions in the industry, however. 





} 
1—Improved earnings trend. 3—Earnings up from the lows. | 
2—Sustained earnings trend. 4—Lower earnings trend. | 





























Second, with but minor exception, the U.S. steel 
industry had no competition from foreign mills, 
most of which were virtually demolished during the 
War. 

Third, the domestic producers felt no real re- 
straint in elevating the price of their products to 
offset added expenses. In this atmosphere the pic- 
ture for steel was an optimistic one and “expansion” 
was the keynote of the period. It was then usual to 
speak of steel as a growth industry. But, unfortu- 
nately, the honeymoon was brief. 

For a variety of reasons, the consumer has shifted 
his interest away from automobiles in recent years 
to other desires, particularly services. To some ex- 
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tent this shift from tangibles to services has been 
involuntary, reflecting such circumstances as the 
spiraling cost of a college education. But it may 
also reflect a change in status symbols, say from a 
car to a trip abroad. Needless to say, not much steel 
is directly involved in the latter type of expenditure. 


Foreign Mills Rebuilt 


Nor is the American mill any longer without 
vigorous competition elsewhere in the world. In 
fact, the foreign steel makers enjoy certain impor- 
tant advantages not possessed by their American 
rivals. Not only are their plants new—thanks largely 
to American foreign aid—but the payroll expense 


(EE eS 











abroad is but a fraction of that found on our shores, 


Moreover, the European producers have been ex- 
tremely alert to adopt changes in the technology of 


steelmaking. 


How serious is the problem posed by foreign steel 
mills? Very serious, judging by the figures for the 
first half of 1961, which show imports to our shores 
of 1.3 million tons of steel, up from the 1.1 million 
shipped here in the last half of 1960. Exports, by 
contrast, were only 890,000 tons during the first 
six months of 1961, off from 1.9 million in the last 
half of 1960. To be sure, the amount of foreign im- 
ports in relation to total American steel production 
is not yet large, but the adverse trend is disturbing. 














Ist 6 Months——— 











Statistical Position of Leading Steel Companies—(Continued) 



























































W.C. (mil.) ‘59—$200.8; ‘60—$187.7 


*—_Based on latest dividend reports. 
W.C.—Working capital. 


1__Years ended June 30. | 
2_Years ended June 30, 1960 & 1961. 
3—Plus stock. 


Full Year Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Share Share Earn. Div. Range Recent Yield 
1960 1961 1960 381961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price % 
——(Millions)—— % % 1960 * 
INTERLAKE IRON CORP. ......... $51.8 $37.9 6.6% 3.7% $1.54 $.63 $3.25 $1.85 $4.22 $1.60 344-21 25 6.4% 
W.C. (mil.) ‘59-$44.8; ‘60—$39.9 
JONES & LAUGHLIN STEEL ..... 461.5 346.5 5.6 3.4 3.24 1.41 3.58 4.04 10.09 2.50 8934-4934 70 3.5 
W.C. (mil.) ‘59-$167.3; ‘60—$134.0 
KEYSTONE STEEL & WIRE ....... 128.81 102.71 2.5 5.0 4.441 2.741 4.442 2.742 6.24 2.00 4612-3114 38 5.2 
W.C. (mil.) ‘59—$15.8; ‘60—$17.2 
LUKENS STEEL CO. .................. 54.7 46.9 5.9 4.0 3.44 2.01 4.39 5.19 9.14 1.00 912-494 70 1.4 
W.C. (mil.) ‘59—$24.6; ‘60—-$22.8 
MATIOOAL STREL. ......2:.:......;... 394.2 304.0 6.9 5.3 3.61 22 7.28 5.53 10.96 3.00 9814-68 95 3.1 
W.C. (mil.) ‘59-$241.6; ‘60—$158.9 
PITTSBURGH STEEL .................. 87.8 58.4 a7 2.4 1.10 41.33 41.45 4.18 6.10 —- 2278-1058 12 — 
W.C. (mil.) ‘59—$28.3; ‘60—$27.7 
PE SOT, nnn nscescsicescscisese 637.3 442.9 6.5 4.7 2.64 1.35 3.43 3.36 5.67 3.00 7834-4812 63 4.7 
W.C. (mil.) ‘59-$235.1; ‘60—$282.4 
SHARON STEEL ..............0cc:0000 72.4 46.0 2.7 d5 1.77 4.24 1.94 1.02 4.42 .40 4334-19 25 1.7 
W.C. (mil.) ‘59—$38.8; ‘60—$35.8 } 
UNITED STATES STEEL .......... 2,189.9 1,577.8 8.8 $7 3.35 1.45 4.25 5.16 9.33 3.00 10314-6914 85 3.5 | 
W.C. (mil.) ‘59—$615.5; ‘60—$608.1 
UNIVERSAL CYCLOPS STEEL... 64.5 55.2 5.3 4.4 1.66 1.09 5.24 2.25 5.05 1.20% 5112-26% 39 3.0 
W.C. (mil.) ‘59—$33.3; ‘60-$32.4 
WHEELING STEEL ....................5 136.2 99.5 6.0 a 3.47 42 2.53 3.14 10.55 3.00 6234-4152 95 3.1 
W.C. (mil.) ‘59—$86.0; ‘60—$86.9 
YOUNGST. SHEET & TUBE ...... 345.2 260.6 5.4 4.1 5.42 3.11 8.90 7.38 14.82 5.00 13812-8412 107 4.6 








Interlake tron: 
portion of this company’s business. 


impressive earnings when the economy is rolling. 
declined sharply in past two years. 


Dividends will probably hold at $0.50 quarterly. 


National Steel: 


Aluminum is threatening to take away a_ substantial 
Jones & Laughlin: A highly leveraged situation, this company can show 
B3 


Keystone Steel & Wire: Wire product producer; sales and earnings have 
Longer-term outlook encouraging. 


c3 


Lukens: This relatively small company specializes in heavy steel plates. 
Potential earning power is large, price savings wide. 3 

This quality company is expanding its basic earning 
power via entry into the lush Chicago market. One of the best long- 





Republic: 
right conditions. 


Sharon: A relatively inefficient producer, this company must spend large 
sums ta become competitive. 


U. S. Steel: 


vestment 


Universal-Cyclops: 
work with specialty metals. 


Wheeling: Facilities are being upgraded but this is still a second-line 


operation. Immediate prospects are good. 


This large unit can show sizable earning power under the 
B 


First in the industry as far as size, this company is also 
the best. Near and longer term prospects are good. A satisfactory in- 
holding. A3 








Prospects are looking up. 


This stainless producer is doing some _ interesting 











674 


term values in the group. A3 
Pittsburgh: This high cost producer may break into the black this Youngstown Sheet & Tube: Improved finishing facilities have enhanced 
year. C3 the longer term outlook for this company. 
RATINGS: A—Best grade. C—Speculative. 1—Improved earnings trend. 3—Earnings up from the lows. 
B—Good grade. D—Unattractive. 2—Sustained earning trend. 4—Lower earnings trend. 
i ———oraneeneinnnennmmeenmenmmnnnasnemenmmnnmmeninnmeniaanemanetinemtannemenieiennennennainentnan oe 
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Prices Under Pressure Too 

Another aspect of foreign competition is the lid 
it helps place on American steel prices which, gen- 
erally speaking, are the highest in the world. Of 
course, the steelmakers abroad do not deserve ex- 
clusive credit for holding down the price of the 
American product, since they have had considerable 
help from such competing domestic materials as 
aluminum, plastics and cement. The aluminum peo- 
ple, in particular, have aggressively invaded certain 
segments of steel’s markets, using price as the chief 
weapon to displace the older material. To some ex- 
tent, aluminum has gained a large toe hold in the 
container field simply by offering canmakers mate- 
rial which yielded little or no profit. While this 
maneuver cannot be carried on indefinitely, it is 
certainly effective on a short-term basis. All factors 
considered, the day when steel executives could 
casually post higher prices across the board to off- 
set an increase in production expenses appears to 
be gone forever. 


Prospects for the Second Half 


Despite the confusion caused by the automobile 
picture and the uncertain pricing situation, good 
evidence does suggest that the steel industry has 
passed through the low point of its cycle and is 
poised for faa: recovery at least through mid-1962, 
perhaps even longer. 

Sooner or later, Detroit will sign a new wage 
agreement with its unions and 1962 model cars will 
roll off the production lines in significant numbers. 
This spells good demand for automotive steel, 
whether it comes at the tag end of the third quar- 
ter or some time in the fourth quarter. The fact 
that industry stocks of 1961 model cars have been 
worked down to quite comfortable levels indicates 
that 1962 models should be well received, at least 
initially. Later on, the question of determining the 
attraction of the new models in their own right will 
come to the fore. 

& Stimulated by takings from Detroit, the over- 
all steel picture thus appears relatively favorable 
for the months ahead, and production should be on 
a gradually rising scale over the balance of the 
year. In the event of a long auto strike, steel output 
will obviously falter, but demand for the metal is 
likely to be deferred to early 1962 rather than dis- 
appear. On the basis of no strike, full-year steel 
production could approximate the 99 million tons 
of 1960, notwithstanding the lag to date. If such a 
projection can be attained, the industry will prob- 
ably attempt to raise some prices this fall, despite 
pressures on it to stand pat, from President Kennedy 
on down. Most observers believe that any price hike 
will be selective rather than general. Items in fierce 
competition with other materials are not apt to be 
marked up and products which are heavily imported, 
such as wire rods, concrete reinforcing bars and 
nails, should enjoy a similar immunity. 


Second Quarter Earnings Examined 


Steel production of about 100 million tons in 1961 
will require the pouring of about 55 million tons in 
the second half of the year. What sort of earning 
power will the industry show if such production and 
shipments can be attained? 

A look at second quarter earnings provides some 
interesting clues as to the extent of possible earn- 
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ings recovery in the months ahead. In most cases, 
recent earnings were down on a year-to-year basis, 
but much tighter cost control was in evidence. In 
some instances, higher earnings were actually re- 
ported on lower gross, illustrating the effective belt- 
tightening which the industry has performed. 

> At Republic, for example, 1961 second quarter 
sales fell to $252 million from $263 million the year 
before. But net increased to 98¢ a share from 84¢. 

> Jones & Laughlin experienced an even deeper 
percentage decline in revenues but still managed to 
show a slight improvement in earnings, from $1.02 
a share to $1.13. 

® Similar experience was reported by McLouth 
and National Steel. Allegheny Ludlum, on the other 
hand, enjoyed a moderate year-to-year increase in 
second quarter sales and a spurt in earnings per 
share to 74¢, from 19¢ in the like period in 1960. 

With the second quarter experience as valuable 
background, industry earnings prospects for the 
second half can be viewed in quite an optimistic 
light. Assuming a modest selective price increase 
later in the year, many steel companies may wind 
up 1961 with full-year earnings not greatly different 
from 1960 totals. In effect, this year will be the 
reverse of 1960, with the low point seen in the first 
half and the year ending on a rising note. 

Looking to 1962 

Strange as it may seem, such favorable prospects 
for the balance of the year probably will have little 
effect on the price action of steel equities. Since 
there are only four months remaining in this year, 
the market, which traditionally peers about six 
months ahead, is probably more concerned with the 
outlook for early 1962. Obviously, a look into the 
forepart of next year is bound to be a hazardous 
undertaking in view of the many variables in the 
picture. However, certain landmarks ahead may 
prove useful in outlining the shape of 1962. For one 
thing, a steel strike looms as a distinct possibility 
next summer, when the current contract expires. 

& Since it will be increasingly difficult to raise 
prices from now on, steel executives may again be 
willing to endure a long strike rather than agree 
to an excessive wage increase. As this idea becomes 
more apparent, a period of inventory buildup may 
take place again, paralleling the experience of 1959. 
This, by itself, could add four or five points to the 
unofficial steel operating rate. 


® The added defense spending recently author- 
ized will be put to use in the months immediately 
ahead, but its greatest impact is likely to be felt in 
the first haif of 1962. (Incidentally, it is assumed 
here that the Berlin crisis will be solved by nego- 
tiation rather than warfare. The consequences of 
nuclear war make it futile to consider this possi- 
bility in investment planning.) Thus, with the added 
military spending to give a higher bounce to an 
already rebounding economy, the development of an 
economic boom in the first half of 1962 is a strong 
probability. Under such conditions, steel can be ex- 
pected to enjoy a very fine first half, perhaps even 
better than in the corresponding period of 1959. 

There is no reason at this time to assume any- 
thing other than a decline in steel production in 
the second half of 1962, once the strike matter is 
out of the way and users begin to cut back inven- 
tories. However, at (Please turn to page 699) 
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RELUCTANCE of France’s President Charles De Gaulle 
to initiate negotiations with Khrushchev on the 
Berlin issue has the tacit endorsement of many 
high in government and diplomatic circles. Like 
De Gaulle, they feel that for the “Big Three’ west- 
ern powers to make the first move would be an 
open acknowledgement of weakness, that it would 
be so interpreted by the Russian dictator and his 
satellites, as well as by the neutralist nations. Pri- 
vately, they point out that there is “nothing to 
negotiate”; we and our allies are in West Berlin 





WASHINGTON SEES: 

War, if not inevitable, is “just around the cor- 
ner,” unless the helmsman of our Ship of State 
can come to some definite conclusion as to the 
course he must steer. Distracting him, of course, 
is the turn of events in Brazil which could readily 
spread out and become a hemispheric revolution 
of the left; the seeming intransigence of French 
President De Gaulle, and mounting reversals - 
in tax “reforms” and aid to education — on the 
domestic front. 

Generally, the public supports the President on 
his Berlin stand, but missing from the hard sup- 
port needed is effective military strength. For too 
long a time we have concentrated our defense 
efforts on readiness for an aerial-atomic-missile 
war of retaliation, neglecting the pressing needs 
for adequately equipped manpower — troops wiih 
rifles to out-shoot the enemy and supporting ar- 
tillery, tanks, and the naval power to get our 
forces to the front; things we do not have, cannot 
have for another year to 18 months. 

Negotiation, as such, may be a time-saving 
device but our avowed enemy feels he is talking 
from a position of strength and apparently is 
willing to exercise his muscle, and at a time con- 
venient to himself, even though he might doubt 
the loyalty of civilian populaces of East Germany 
and his satellites. He has a ground fire power 
greatly in excess of the western powers, and that 
is a fact well-known in Washington circles. 
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BY “VERITAS” 


and have free access thereto by legal and bindins 
treaty, which Rusia is honor-bound to respect, or 
which the western powers are in simple justic: 
bound to enforce. A summary view—Russia is th: 
complainer, let Russia initiate negotiations if East 
Berlin is ‘fa bone in Mr. Khrushchev’s throat.” 


WHEAT, the nation’s continuing No. 1 farm problem, 
needs special and, perhaps drastic, treatment, ac- 
cording to Department of Agriculture “insiders,’ 
now working on a plan that may be unveiled at th 
next Session of Congress. According to one Capito! 
Hill authority on agriculture, it is “radical, but of 
merit worthy of serious consideration.” Briefly, we 
have a two years’ plus supply of wheat in expensive 
storage; soil bank payments have failed to reduce 
the surplus, as have acreage allotments; let’s have 
a wheat “holiday.” Plant absolutely no wheat for 
two years, reimbursing the farmers with storage 
wheat equivalent to the previous crop years—in- 
stead of with Treasury cash—the wheat to be sold 
on the open market at prevailing prices. In the 
meanwhile, the farmers could plant wheat acreage 
in crops not in surplus, or that could be plowed 
under for soil enrichment. It is a system, according 
to proponents, which would clear the storage bins 
within two years and “restore the infallible law of 
supply and demand, to say nothing of relieving the 
taxpayer of the burden of paying for storage of 
surplus grain.” 


NEW FRONTIER planning meets reverses, will mee 
more next year. This is the view of “insiders” of 
the Administration who—off the record—declare 
that Ways and Means Committee’s decision to put 
off until next year the President’s tax “reforms,” 
presages continued Congressional opposition to the 
man in the White House on the domestic front, as 
doe the final Congressional action on Federal aid to 
education measures. From reliable sources comes 
word that the Administration considers delay on 
the tax and education proposals “severe” set-backs 
that will be difficult to overcome next year—or the 
year thereof—on theory that if “you don’t get away 
with it now, you won’t get away with it later.” 
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Social Security Reverses Downward Trend. 
After "going in the hole" for several years, 
with payments to beneficiaries under the 
Old Age and Survivors Plan exceeding annual 
income from SS tax levies ($700 million in 
calendar 1960), the Social Security Fund 
held by the Treasury Department, showed 

an improved position at the June 30 end of 
fiscal 1961, when SS tax income exceeded 
beneficiary outgo by $195 million. In the 
same period, private pension and welfare 
funds showed about the same gain. The 
reversal is due to fact that SS payroll 
levies advanced 1% (half on employer, half 
on employee) on Jan. 1, 1960 and were not 
accounted for in the calendar 1960 report. 
August 1 SS benefit increases — minimum 
up from $33 to $40 a month, a 10% boost for 
surviving widows, and lowered age retirement 
qualification for men (62 instead of 65) — 
may serve to send SS assets into another 
downward trend, however. 


Castro Seeking Better Cuba-U. S. Relations? 
The answer seems to be in the negative 
although the bewhiskered dictator and 
"Yanqui" baiter has been relatively silent 
in the past week or two — even softened 
up to the extent of releasing, without any 
qualifying demands, a hi-jacked, $3.5 
million U. S. plane. Further, he has left his 
criticism of our Alliance for Progress 
program for the Latin countries to his 
Finance Minister Ernesto (Che) Guevara. On 
this angle, U. S. help under Alliance for 
Progress is of not too much concern to 
Castro. He has already expropriated around 
$2 billion of American properties (more than 
he could expect under AFP's contemplated 
$20 billion budget over the next 10 years). 























Overseas Coal-Coke Purchases Point Up a Trend. 
Decision of the Acministration to purchase 
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AS WE GO 
TO PRESS 





around $10.7 billion worth of coal and 
coke in the United States for use of our 


European military forces — at about a 307 
increase in basic cost price, including 
ocean freight — accents White House 





determination that government monies are 
to be distributed "at home" during the Berlin 
crisis. Look for further announcements of 
wider distribution of defense contracts 
among small business establishments in 
economically depressed areas, even though 
the added cost runs as high as 50%. In the 
meanwhile, Small Business Administration 
(SBA), working in close liaison with 
Defense and small business itself, is 
readying itself to pass out the needed funds 
(even on dubious credit) to boost government 
orders in so-called economically depressec 
areas. 















































Tabling of Kennedy Tax Proposals Should Be No 
Surprise to Our Readers. In the June 17 issue 
of this Magazine (page 364), it was asserted 
that "Congress has definitely concluded 
tax legislation until next year." Further, 
the Ways & Means Committee (tax-writing 
arm of the House) was quoted as absolutely 
sure that extension of the Korean War 
excises and the existing corporate 52% tax 
rate "ended tax legislation for this 
year." Also see the Magazine's May 20 
prediction in this section that Tax Overhaul 
is definitely postponed until next year 
(page 252). 

















Relief & Welfare Costs Have Congressional Eye, 
But Nothing to Happen Now. As Congressional 
leaders of both Parties — stirred by the 
"hard-boiled" stand of little Newburgh, N. Y. 
— eye the relief and welfare picture, 
there is growing belief that something is 
amiss, that too much money is being spent 
by Federal, State and private agencies in 
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the name of humanity. Preliminary figures 
now in Congressional hands indicate that the 
annual cost of relief and welfare (exclusive 
of Social Security payments) is running 
close to $6 billion, only $1.5 billion of 
which comes from private organizations. 
Health, Education, and Welfare Secretary 
Abraham A. Ribicoff has already partially 
supported the Newburgh stand with the 
assertion that reliefers "Should be doing 
useful work for the money they receive." 
Ribicoff has also tacitly endorsed curbed 
monetary relief for those women who continue 
"careers" of illegitimate motherhood for 
the sake of the additional relief money that 
comes in with the advent of each new baby. 
Congress will not act before adjournment, 
but the problem has high priority for next 
Session's study. 


Stock Exchange Investigation By Securities And 
Exchange Commission Now A Certainty. Congres- 
sional appropriation of $750,000 for this 
purpose, if not already cleared by both 
Houses, will "get under the wire" before 
adjournment. SEC has been preparing its 
"agenda" for the probe for Several weeks, 
but declines any comment on just where and 
when the investigation will begin, indicat— 
ing only that some of its hearings will be 
open to the press, others behind closed 
doors. In the meanwhile the agency is 
"bearing down" on non-registered or improp— 
erly registered security offerings. 



































Tempest In A Rum Pot. This is Washington 
characterization of a Senate Commerce 
Communications Subcommittee's inquiry into 
reports and rumors that the broadcasting 
industry is considering acceptance of 
"hard" liquor advertising on radio and 
television. No one knows just how the rumor 
got under way, but there is "just nothing 
to it," according to reliable sources within 
the broadcasting industry, now pledged under 
its code to reject such advertising. Further, 
the Distilled Spirits Institute, represent- 
ing 70% of the beverage distilling industry 
in the United States, by self regulation, 
has barred broadcast advertising of spirits 
for more than 25 years, some 20 years before 
the National Association of Broadcasters 
code. Between the two — NAB and DSI, such 
advertising can (and will) be kept from the 
air waves; the subcommittee will not 
recommend iegislation on the subject after 





























finding that the two industries are con— 
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scientiously enforcing self regulation in 
the particular area. 


Russian Oil Dumping Proves Hurdie To U. S. 
Foreign Aid Programs. Russia, uninhibited by 
its own demands for crude oil, is dumping 
millions of barrels daily into areas where 
we want to make headway in the fight against 
international Communism. The Reds are using 
oil as their chief weapon against the free 
world's efforts to combat Russian economic 
aid — dollarwise, below our assistance. 
Fact remains, oil, the blood stream of 
industry, is flowing too freely from Moscow. 
It is, in many instances, thwarting our 
economic efforts. It is not long ago that 
Italy, a member of the North Atlantic Treaty 
Organization, signed an agreement for 
Kremlin to furnish 100,000 barrels of crude 



























































producers cannot meet and stay in business. 

Final foreign aid bill may resolve the issue 
by barring help to nations getting the low— 

cost Russian crudes. 




















Hoffa-Meany Feud, Now Definitely In The Open, 
Does Not Presage An All-Out Teamster AFL-CIO Brawl 
Of Disturbing Proportions. It is a fact that some 
of Hoffa's teamster locals in Cincinnati, 
Chicago and St. Louis have decided to break 
away from the Hoffa setup, have received 
encouragement from Meany, who riled the 
Teamster boss by describing Hoffa's union 
as "gangster dominated." Further, Labor 
Secretary Arthur Goldberg has shown contempt 
for tough little "Jimmie." All of this, 
according to Washington labor experts, 
Signifies little more than a minor set-back 
for Hoffa. Opinions here — in government 
and private circles — is that Hoffa will 
ride it out, even though he may lose a few 
locals, of minor significance in his overall 
membership of 1.2 million. In the meanwhile, 
the dynamic Hoffa is out "raiding" AFL-CIO 
membership, and with not-—minor success. 

At the moment, Meany is without comment ona 
"challenge" by Hoffa to debate the issues, 
probably intends to treat it with "silent 
contempt." This, according to reliable 
AFL—CIO sources, even though the giant AFL-— 
CIO combine is not actually prepared to go 




















out and properly organize the dissident 
Hoffa unions. In the meanwhile, it can be 
asserted with assurance that the Administra- 
tion will do its "level best" to effectuate 





an end to the "Hoffa empire." 
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Douglas Dillon of U.S. (left) 








MONTEVIDEO CONFERENCE 
MONUMENT TO APPEASEMENT 


By NORMAN A. BAILEY 





> The resignation of Quadros — the honoring of Cuba’s Guevara with Brazil's 





highest decoration — the rioting in Argentina — Belivia on the edge . 
sums up the aftermath of this greatly touted conference as a solution for 


our problems in Latin America 


> What happened at the conference in the open and behind the scenes — and 
the thumbing of noses at Uncle Sam — insults and largess — refusal to 
let the people know U.S. is sending them billions — tells a full and unpleasant 


sory .... 


what's the matter with us anyway? 


B® Why Program for Progress cannot duplicate the Marshall Plan it apes — 
the only way U.S. aid to Latin America can be a success 


| By than a year after the conference in the 
Colombian capital, which resulted in the Act 
of Bogota and a pledge by the United States of 
$500,000,000 for the social advancement of the 
countries of Latin America, another inter-American 
conference met in the chilly winter of the Uru- 
guayan resort of Punta del Este, near Montevideo, 
for the purpose of discussing more United States 
aid. 

There were two main differences between the first 
conference and the second. In the interim between 
the two, abortive invasions of Cuba took place, 
abortive because of the dangerously inept handling 
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of the operation by the administration, whose Latin 
American policy is in the hands of a dozen welfare 
state “Indians” with no acknowledged chief, least 
of all the President. Partially due to the panic pro- 
duced by this disaster, and partially due to the 
general spending predilections of the administration, 
the ante was upped forty-fold, and instead of 
$500,000,000 we now found ourselves talking about 
$20,000,000,000, spread over the next ten years. 
Not unnaturally, the U.S. delegation found the 
other nations of the Hemisphere receptive, and 
their delegates quite willing to discuss and accept 
the offer, after a certain amount of face-saving 
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argument over the details. 
> Oddly enough, the 
North American delegates 
were unable to find any sort 
of similar consensus for the 
combatting of the penetra- 
tion into this Hemisphere 
of the most evil tyranny, 
economic and political, that 
the world has ever known 
—Communism. 


In fact, bearded and fa- 
tigued Che Guevara, economic 
ezar of the Cuban Soviet 
State, made quite a hit with 
the other delegates, who 
seemed to enjoy enormously 
his attacks on the country 
which had come to the con- 
ference with its coffers open 
and overflowing. Not that the 
United States was completely 
without support, notably from 
Premier Pedro Beltran of 
Peru. 


However, in order for a follow-up meeting of the 
Organization of American States for the discus- 
sion of measures against communist subversion 
in Cuba to be successful, the United States would 
have to gain the support of the three countries 
which lead Latin America: Mexico, Brazil and 


Argentina. 


> Of the three, only Frondizi’s tottering regime 
in Argentina was willing to give this support. Janio 
Quadros’ Brazil. was particularly cold to the idea, 
and President Quadros invited Guevara to Brasilia 
to receive Brazil’s highest decoration. Previously 
Quadros had proclaimed Brazil’s neutralism, while 
asking for more millions from the U.S., and was 


planning to recognize and es- 
tablish diplomatic relations 
not only with Russia, but 
with communist China. 


Quadros Deliberately Foments 
Revolution 


When the traditionally pro- 
Western Brazilian people and 
press greeted Guevara’s visit 
with a storm of criticism, 
Quadros suddenly resigned 
the Presidency, making a 
mockery of the democratic 
tradition which Brazil had 
been laboriously building up 
over the last two decades and 
more, leaving the way open, 
as he undoubtedly desired, 
for a power struggle between 
leftist Vice-President Joao 
(Jango) Goulart, at the time 
out of the country; Acting 
President Ranieri Mazzilli, 
who temporarily took over 
the reigns of power, and anti- 
communist forces in the pub- 
lic and in the armed forces, 
led by War Minister Odilio 
Denys. 
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Military Aid 
by the U.S. Government 


to Latin America 
(Fiscal Years 1950-60) 






Country (thousands) 
SINIIIR i. scacessscenconesuctanantnissnsnsasiochdcabksuieelaa $ 6,328 
EE ia icc css cateunanas iba leabeniatics . 186,545 
NN he Nincccas cic caiasbninhvaseneiabdiokotaaien 56,865 
IN cise sckvcanabcanssasnsben . 34,873 
RIE THIIIIE nccconscaanscsacess i 13 
en 16,430 
Dominican Rep 8,719 
Ecuador ......... 24,789 
El Salvador 149 
Guatemala 1,624 
a as 2,411 
Honduras 1,099 
Mexico ...... . 6,882 
MNIUIOIIED cnsecscssacscrennctnssimssonesconsassnisebesestesessese 1,600 
PEPRGUCY o...cccscccsccccccccesscnccssccccscsccseseccsesenencssne 341 
ts aa cs hbase ens nlinced bsneciienstaaecNiaas 61,689 
MIE ccksccenccoscnscsenessosntebosonninssussocsencoasosssisens 30,343 
ia icc sachaubdedbanenatinneles 49,382 
MII sniissariuicceiuasssonstssesdetvasbivicvecesiesanieah 3,542 




















Throwing away a glori- 
ous opportunity to ration- 
alize the astounding growth 
of the Brazilian economy 
with the support and aid 
of the United States, Quad- 
ros had coupled his con- 
servative and fiscally sound 
domestic measures with a 
foreign policy which would 
have had the logical final 
result of wrecking all 
those measures, and ush- 
ering in the collectivist 
state. 


We must now hope that, 
whatever government emerg- 
es from the present crisis, 
Brazil will continue Quadros’ 
sound fiscal policies while re- 
specting democratic liberties 
and will lead Brazil firmly 
back into the Western camp 
and cooperation with the 
United States in combatting 


communism in the Hemisphere. 
U.S. Latin American Program Based on Marshall Plan 


In its scope and objectives, the Declaration of 
Punta del Este is superficially like the Marshall 
Plan, which certainly achieved its objectives of a 


strong and free Europe, and was, in effect, the only 

















United States Foreign Aid 


to Latin America 


1954 through March 31, 1960 
(Billions of U.S. dollars) 

















RNIN -5- 5 cucornsacun th suduiabase bi chieeaataneancekeiesccmcaaasbep cue’ -782 
RNID. ckcsatarussakpeanasdideasiacaaneuakasscausseaencs@s econ neous tite -321 
ERR Sr eR ee Re CR ae Re Terr ee eee .257 
MIEN sinsoasnvascndenssnsssssncesiavaceseconsssnacnsonosnsnasiosen -229 
MINT sis csuick cusses eesassebahsnshedasbinecsisaieeviateacocumesashconeeke .228 
RII sccaanckcsesseksseunsnicsajinatasseseasbonusestanistaswatpos .202 
RNs 25 5. des sgn ua oka napitaaneds eben sume puctneess .181 
IR SEREXZER SRD tener StL eet ne, RC OER .094 
RIN occas casinas nseceniasn ana ataned ona Caer aeak helen .063 
MMIII as cenvaishadinsaeesieyaanenaucnsacehusseakhanaibseuekesdeavescshaeibeea .060 
MII 5k csisascs nas cuca baavanendib nadcsasnasewnabbcansansabbcommseiiveas .053 
PIII cus sndancasensvancsiscrenuanndsastebsstesnbianshiauaess .047 
BINNS, \-ciac\sruncscissicteoncenashnnccuanhcusabebennessuiinsiialiseks .040 
NINN <<. 2255 alanis dndiglinioucnp chan daalsanpsavass aenibaeaRceNNNS .032 
III ~ Sicscisscahseacoubinehiavskobanpthopinnaneubiniaapabndvncesas .028 
NIE) sss Siasedeapnaceesaincibukennencvameibeaeebigsanntans .024 
I i an ieth 5 aint clon cuphbaebpuabainablirenes .022 
IIR, fists uccanban cpoidsicesdekia cha ta eonaeonicoh Sindesanen .009 
IED csc, 2Sndscuncsaivssiisskhscandnéeblsisdiconcscenssancsoeaneehs .008 
IID cs sccssucdnascsassubcsansiteasivsesimeneanuaegnueuis eabmaranee .007 
SN fo kadija tuci inca ahead cniaccsiassiailegp Gopi cue peasast 210 

RIED: cy. ncscrskaceiunoncmibaunbanterses 2.897 

— 
THE 


part of the foreign aid program since the end of 
World War II which has been really successful. 
The Marshall Plan was also in response to a threat 
from the Communist empire, but it was a response 
by a strong, confident and powerful America. The 
Punta del Este program, however, is a response to 
a bearded megalomaniac who has usurped the power 


in a small island nation a few 
miles from the coast of the 
United States by a frightened, 
uncertain America, with a 
welfare state, collectivist, in- 
flation and appeasement- 
minded administration. More 
important, from the purely 
economic standpoint the cur- 
rent situation is quite differ- 
ent from that of giving eco- 
nomic aid to a _ continent 
where the process of capi- 
tal formation has taken its 
course, with all its concomi- 
tants of technical skills and 
industrial plants. No matter 
how damaged by the war, the 
Europeans had the where- 
withal to rebuild rapidly, as 
soon as the destroyed capital 
was made good by American 
aid. 

Equally, if not more, im- 
portant is the fact that 
the European nations, with 
one notable exception, re- 
mained resolutely capitalist 
during the period, and thus 
achieved rapid (and in the 
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case of the most capitalist of all, West Germany, 
phenomenal) growth, while England, the most 
socialist, lagged behind, despite less war damage. 


>In Latin America the situation is completely 
different. Capital is not all that these countries 
need, they have not gone through the process of 
capital formation themselves, and they cannot ab- 
sorb productively huge quantities of capital for the 
use of which the productive facilities are not avail- 
able. There is no easy road to economic growth, and 
if the motive power of profit is not used, the motive 
vower of fear must be. If men are not allowed to 
work for their own gain they must be forced to 
work by the lash, and that is just what happens in 
ihe communist countries, and what is happening 
‘oday in Cuba. 


& This reform along with dubiously useful tax 
reform are the measures which are supposed to be 
taken by Latin American governments themselves 
in order to supplement the aid they are receiving in 
dollars. It is most doubtful that these requirements 
will be carried through—a gesture in these direc- 
tions, an ineffective law or regulation, and our own 
officials will fall all over themselves in passing out 
the money. 

Also our aid will most emphatically not be con- 
fined to private enterprise, and it is my hope that 
at least it will not be thrown away entirely, but 
used in such a way as to complement the efforts of 
capitalism in the provision of technical education, 
transportation and distribution facilities and so 

forth. It is much bet- 








ter for the process of 





Why Socialism Fails in 








Undeveloped Countries 


& Democratic social- 
sm will not work in 
in underdeveloped 
‘country, which has no 
yw little capital surplus 
to be drained off into 
inproductive social 
programs, as the ex- 
perience of Bolivia has 
shown. This is not to 
say that economic aid 
s useless, but rather 
that it cannot be used 
productively and prop- 
erly. 

The Way to Success 

> The proper way 
to use economic aid is 
in giving this aid not 
to governments, but 
to private enterprise 
(on the proper terms 
and with the proper 
safeguards), which in 
turn will result in the 
industrial society 
which makes modern 
education, health and 
so forth not only pos- 


Excerpts from the Declaration of Punta del Este 


Assembled in Punta del Este, inspired by the lofty principles of the 
Charter of the Organization of American States, by the Operation 
Pan-America and the Act of Bogota, representatives of the American 
Republics hereby agree to establish the Alliance for Progress: a vast 
effort to bring a better life to all the peoples of the continent. 


This alliance is founded on the principles that free men working 
through the institutions of representative democracy can best satisfy 
man’s desires, among other goals, for work, home and land, health 
and schools. The only system which guarantees true progress is one 
which provides the basis for reaffirming the dignity of the individual 
which is the foundation of our civilization. 


To this end the United States will provide a major part of the mini- 
mum of $20,000,000,000, principally in public funds, which Latin 
America will require over the next ten years from all external sources 
in order to supplement its own efforts. 


The United States intends to furnish development loans on a long-term 
basis, where appropriate, running up to fifty years and at very low 
or zero rates of interest. 


The countries of Latin America will formulate comprehensive and 
well-conceived national programs for the development of their own 
economies as the contribution of each of them to the Alliance for 
Progress. 


Conscious of the paramount importance of this declaration, the 
signatory countries declare that the inter-American system is now 
entering a new phase, where to its institutional, legal, cultural, and 
social accomplishments, will be added, under freedom and democracy, 
immediate and tangible measures to secure a better life for the 


industrial growth it- 
self to require and 
demand these facilities 
and provide the tax 
money for them, but 
this is a concept which 
will never be under- 
stood by the welfare 
statists currently in 
charge, and the best 
that can be hoped for 


is some restraint in 
administration. 
Montevideo 
A Monument to 
Appeasement 
After listening to 
the opening state- 
ments of the dele- 


gates, including a two 
hour and fifteen min- 
ute harangue by Gue- 
vara, in which he 
attempted to create 
ill-will between the 
United States and 
Venezuela by produc- 
ing documents stolen 
by communists from 
the burning wreckage 
of the official limou- 


sible but necessary. 








present and future generations of this Hemisphere. 





sine of the American 











> It can also be 


Ambassador in Cara- 





productively used to 

aid in a well-planned agrarian reform, which does 
not touch productive land, but which distributes 
idle land, whether government or privately owned 
(with compensation) to whoever will farm it, 
thereby creating a class of landed peasants who will 
be the conservative mainstay of a democratic or 
constitutional government, along with the growing 
industrial and commercial middle class. Thus, with 
one stroke the most potentially revolutionary of 
social classes can be converted to the most con- 
servative. (It is ironic that the United States is not 
viven the credit for putting through the finest ex- 
ample of agrarian reform in the twentieth century, 
in Japan under the military government. Production 
was raised, not lowered, and the Japanese peasant 
has become the ally of the middle class in maintain- 
ng Japanese democracy and independence in the 
face of the militantly leftist labor unions.) 
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cas, the conference be- 
gan to argue over two points in the U.S. “Alliance 
for Progress” program. 

> First, strong objections were raised to a plan 
for the establishment of a public relations organi- 
zation in Latin America to let the man on the 
street know where the aid was coming from and 
what it was being used for. 

& The United States agreed to the deletion of 
this part of the program, and thus acquiesced in 
one of the most dangerous of policies, and one which 
has been followed everywhere throughout Latin 
America—the refusal to propagandize our own 
cause, which is the cause of liberty, through fear 
of “embarrassing” the local governments. 

® Russia has no such fear and does not care 
about embarrassing the local governments, because 
its avowed goal is the overthrow of these gov- 
ernments and their (Please turn to page 706) 
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to standard models? 


the fly in the ointment 
makers, looking to 1962 


HE 1961 model year is over and the automobile 

manufacturers can look back with some satis- 
faction on a difficult uphill struggle. First quarter 
production was poor but as the economy began to 
show signs of recovery, production increased rapidly 
in the second quarter and, barring a strike, about 
5.6 million cars should be turned out in 1961, a 
decline from 1960’s 6.7 million. Although this is 
16% under 1960, it is better than had been ex- 
pected earlier in the year. The “Year of Transition” 
has almost passed as the compact underwent its 
important acceptance test; as companies learned to 
live with lower production and higher inventories; 
and as Detroit finally gave the consumer a taste of 
what he has craved during the past three years. 
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Timely Appraisal of 
THE KEY AUTOMOBILE INDUSTRY 


— As it enters a crucial year 
By ERIC W. JOHNSTONE and JOSIAH PIERCE 
> What success for the “Big 3” in adjusting to ordinary and “hybrid” compacts? — the 
position of American Motors and Studebaker-Packard in the sales race 
> Where the compact has not lived up to its advertised economy of operation — a turn 
> Favorable factors looking to the second half — dealer inventories as compared with 
a year ago — the recently indicated higher consumer buying trend — prospect of 


government orders for various vehicles and heavy trucks . 


> Earnings-dividend position and outlook for the “Big 3” and the other auto and truck 


AUTO 
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. with possible strike as 


Stockholder suits, Government anti-trust prosecu- 
tion, and foreign competition were all apparently 
taken in their stride—but one big problem—that of 
labor—still looms ominously; it threatens to mar 
an otherwise bright 1962. 


Reuther Wields a Wrench 


At this writing, all the auto makers have had 
strike votes except American Motors. The expira- 
tion of most of the contracts is less than one week 
away and Big Three bargainers have not reached 
any common ground. The industry itself does not 
wish a repetition of former inflationary features 
such as cost-of-living escalator clauses. On the othe: 
hand, Mr. Reuther is faced with declining member 
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Position of Leading Automobile and Truck Manufacturing Companies 


Full Year —_—- 





W.C.—-Working capital. 


American Motors: 


1962 should be profitaple. 


Fruehauf Trailer: As 
new management, earnings 


General Motors: 





RATINGS: A—Best grade. 
B—Good grade. 








Rambler remains a tenacious compact favorite. 
ings for fiscal 1961 should approximate $1.25 per share. C2 


dominant 


Success of 
should place earnings at the $2.75 per share mark this year. 


W.C. (mil.) ‘59—$99.5; ‘60—-$139.4 


*—_Based on latest dividend reports. 


Earn- 


Chrysler: With the aid of new management and popular model styling, 


cl 


Ford Motor: Made the best showing this year with the Falcon. Continued 
improvement could place 1961 results in the $7.50-8.00 area. Al 


producer in the industry and under 
could approach $1.00 for 1961. Cl 


medium-priced cars, especially Pontiac, 





C—Speculative. 
D—Unattractive. 


= — Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Share Share Earn. Div. Range Recent Yield 
1960 1961 1960 1961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price * 
——{Millions)——- % % 1960 . 
AMERICAN MOTORS ........... $865.0 $701.9 5.0% 2.8% $2.44 $1.11 $3.37- $2.682 $3.092 $1.20 30'2-16'2 19 6.3% 
W.C. (mil.) ‘59—-$110.2; ‘60—$96.1 
TEE AD OAM 825.7 563.0 2.8 a7 2.69 41.76 4.62 3.61 11.86 1.00 71%-3738 50 2.0 
W.C. (mil.) ‘59-$275.6; ‘60—$431.0 
FORD MOTOR CO. ............... 3,695.3 3,339.4 a 6.2 4.83 3.81 8.23 7.79 10.77 3.30 95'8-6058 94 3.5 
W.C. (mil.) ‘59—$829.2; ‘60—-$637.6 
FRUEHAUF TRAILER ................. 125.0 91.5 55 3.4 1.01 44 1.88 1.35 1.76 1.20 3058-1714 29 4.1 
W.C. (mil.) ‘59-$85.7; ‘60—$84.4 
GENERAL MOTORS ............... 7,108.7 5,812.0 8.6 7.5 2.15 1.53 3.05 3.35 4.77 2.00 557%-40'4 47 4.2 
W.C. (mil.) ‘59—$2,566.1; ‘60—$2,799.3 
INT. HARVESTER. ...............000000 877.0! 770.71 3.9 2.8 2.271 1.321 5.66% 3.403 7.76% 2.40 5514-3838 54 4.4 
W.C. (mil.) ‘59-$633.9; ‘60—-$638.3 
BE, FOI os sscccccccosscesncsseses 140.9 116.2 4.7 2.9 2.31 1.12 5.71 4.10 6.29 1.86 5258-297 52 3.4 
W.C. (mil.) ’59—$157.5; ‘60—-$132.8 
STUDE-PACKARD ............00000000 178.0 1344 18 465 49 #474 4.36 10.83 24%2- 62 
W.C. (mil.) ‘59-$73.6; ‘60—$67.3 
WHITE MOTOR. ....................0000 161.3 179.6 3.2 2.9 2.41 1.86 6.94 3.10 4.25 2.00 6734-36 55 3.6 


1__6 months ended April 30. 
>—Year ended Sept. 30. 
3__Year ended Oct. 31. 


International Harvester: Although farm equipment sales have been dis- 
appainting, a pickup in this orea and truck production can be for 


seen. 


Mack Trucks: 


Studebaker Packard: Deteriorating industry position outlook depends on 
4 


Concentration 


ability to diversify. 


White Motor: Inclusion of Oliver's earnings combined with expanding 
truck sales should put full year results in the $3.50 to $4.00 per share 
1 


orea. 





1—Improved earnings trend. 
2—Sustained earning trend. 


in heavy duty trucks could produce earn- 
ings of $2.50 to $3.00 per share for 1961. BI 


3— Earnings up from the lows. 
4—lower earnings trend. 
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ship in the UAW and must therefore exact conces- 
sions from management in order not to lose status 
with the union workers. So the industry is faced 


f a production stoppage which 


would cause great damage to sales and profits. As 
one industry, official put it: “We don’t want a strike 
nor can we afford one, but the union’s demands are 


Prolonged bargaining sessions 


beyond the strike deadline appear to be a more 


than an outright strike, espe- 


cially in view of the Government’s concern in keep- 


ning. 


Comparison With a Year Ago 
Last year at this time the industry was saddled 
with an unwieldly inventory of unsold cars, but as 
the 1962 model year approaches, the present dealer 


,000 new cars compares favor- 
year ago, a comfortable 28% 
n, disposable personal income 
mers appear to be willing to 


spend more money on durable goods. A Federal 


Reserve 


Board 


quarterly 
showed that approximately 7.6% 








a nn ner 


of consumers 
of all domestic 


survey 


families planned to buy a new automobile within 


the next 12 months, compared with 6.8% 


three 


months earlier and only 3.1% in July of 1960. Over 
three out of four families in the United States now 
own cars, which compares with less than two out of 
three ten years ago. As family formations and basic 
transportation needs increase, the auto industry will 
inevitably benefit accordingly. These factors suggest 
that the stage is being prepared for a very favorable 
vear in 1962. 


Implications of the Compacts’ Success 


Continued preference for the compact car was 
much in evidence during the past year. Compacts 


increased their share in the market from 29% 


in 


1960 to approximately 35% thus far in 1961. How- 
ever, this trend can hardly continue at such a rapid 
pace; it has already slowed from the doubling in 
market penetration which took place from 1959 to 
1960. In addition, a recent study indicates that the 
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compact car was not as economical as was generally 
imagined. The new vehicles were found to be a little 
cheaper to run but usually more expensive to main- 
tain and repair. 

The compact field is becoming clouded with the 
entry of the “standard compact,” a hybrid of the 
ordinary compact and the standard model. This in- 
between car is larger, more powerful and has more 
optional and extra equipment than the compact but 
is cheaper than the larger standard model. Whether 
the consumer will become confused with this new 
breed of car is a question which Detroit will soon be 
able to answer. Ten compact makers are already com- 
peting for an indicated 35% of the total market, with 

3 standard size models seeking the remaining 65%. 

Detroit has proved that it can make money on 
smaller cars if enough of them are produced and 
purchased. This success testifies to the adaptability 
and flexibility of the industry in adjusting to con- 
sumer preferences and obtaining profitable results. 
The same flexibility can be rendered ineffective, 
however, if Detroit puts out too many models, too 
soon. In an attempt to get a jump on the other 
fellow, Detroit may only be marring its collective 
future by swamping the showrooms with model 
variations which are inconsequential from the 
buyer’s point of view. An indication of this trend 
was already foreshadowed during the past year 
when every company produced compact cars but not 
all were successful. 


The Victors Emerge 


& Falcon copped top honors this year to date, 
wresting the laurels from the once victorious Ram- 
bler. Ford has produced over 322,000 Falcons, sur- 
passing. Rambler’s 219,000 and Corvair’s 214,000 
units. Ford’s other compact entry from the Mercury 
division, the Comet, also posted remarkable gains 
in knocking lagging Valiant to fifth place. Other 
losers in this hotly competitive compact race were 
the Olds F-85, Dodge Lancer and Studebaker Lark, 
which showed a sales drop of approximately 50%. 
The lesson here is quite obvious: not everyone can 
make and sell compacts on a profitable basis, and 
merely modifying the size and power will not 
change consumer preference as far as make goes. 
The Valiant and Lark were bright performers for 
one year only, but fell in prominence as second year 
candidates. 

> 1961 proved a reversal in recent trend for the 
more luxurious standard models. The percentage 
of output devoted by the Big Three to their highest 
priced series: Chrysler’s Fury, GM’s Impala and 
Ford’s Galaxie, declined steadily from 45% in 1957, 
to 36% in 1958 and 31% in 1959. In 1960 a slight 
reversal to 33% occurred but this was due, in the 
main, to the success of the Chevrolet Impala. The 
1961 model year began, however, with these three 
divisions devoting 42% of their output to their pres- 
tige series. Historically, this percentage declines as 
the model year progresses but this has not been 
the case this time. As 1961 figures begin to come 
in, it appears that Galaxie, Impala and Fury model 
production will be 6% to 10% larger than a year 
ago in the face of an estimated 1961 decline for 
overall output this year. 
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Factors for Optimism 


> Dealers, the important middlemen in car sales, 
emerged from a dismal first quarter to post respect- 
able profit figures. On average, they reported a pre- 
tax profit of $45 per new vehicle sold, or 0.9% on 
sales, in the first half of 1961, which took into 
account a loss of 0.2% on sales or $11 per new car 
in the first quarter. Manufacturers took another 
look at dealerships in 1961 and began to eliminate 
the most unprofitable or uncooperative ones, at the 
same time bolstering the morale of existing dealers 
by nationwide sales prizes and awards. Dealers can 
look forward to the new model year with aggressive 
anticipation since the automobile inventory is now 
at a relatively modest level. This will allow them to 
concentrate on the sale of the new 1962’s instead of 
worrying about their unsold 1961 models. 

Used car prices are averaging 6% above those of 
a year ago due to record low inventories; this en- 
ables dealers to offer more liberal trade-ins on the 
1962 models. Replacement demand has been growing 
steadily in the last few years and will add a broader 
base to 1962 sales. Of the 60-odd million cars now 
on the road, over 50% of them are five or more 
years old. As industrial production continues its 
upward swing and personal disposable income con- 
tinues at current high levels, consumers should 
accordingly be more disposed to purchase new cars. 

Foreign car sales have fallen off for every manu- 
facturer except indomitable Volkswagon. Imports 
have declined due to competition from the ten 
domestic compacts and because of increasing ac- 
ceptance of the more luxurious, domestic family- 
type sports car. Market penetration continued on 
the downtrend for imports as a group, falling to 
6.6% so far in 1961 from 7.5% a year ago, a 12% 
decrease. Imports should amount to around 350,000 
cars this year. 

Detroit has met the challenge, but what lies 
ahead? While auto production will in all probability 
show a decline increase in 1962, will manufacturers 
flood the market with unwanted model variations 
and thus impinge upon their bright profit potential? 
This is a question which will be answered when the 
new lineup of cars begin to appear. Although 
Detroit can change models quickly, the American 
car buyer can change his mind even more rapidly. 


GM Leads in Car Sales 


General Motors continues to exert its dominance 
in the industry by capturing over 50% of total car 
sales. Although first half figures of $1.53 a share 
were below last year’s $2.15, a good fourth quarter 
could bring full year earnings to the $2.75 level. 
Sheer size and breadth permit GM to conceal weak- 
nesses in certain segments of its operations; it still 
maintains high profit margins and above average 
return on net worth. 

In the medium-priced field, GM has performed 
admirably, winning a 47.3% share this year com- 
pared with 43.1% in 1960 and 42.8% in 1969. Buick, 
Oldsmobile and Pontiac, which for years past have 
unsuccessfully attempted to break into the Ford, 
Chevrokt and Plymouth winners circle, finally 
posted a big jump in their share of the market, 
doubling the 5.2% of (Please turn to page 702) 
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AUTO ACCESSORIES 
NOT OUT OF THE WOODS YET 


— But next year could be one of substantial improvement 


By B. BAUER EVANS 


& Auto production prospects of various type cars — what volume in lower priced parts? 
— outlook for original equipment demand — for replacement market 


& Various adjustments taking place to meet character and size of compacts vs. standard 


parts — effect on earnings 


& Vertical integration outlook — risks involved — the remedy of diversification 
& Earnings-dividend position and outlook for the individual companies looking to 1962 
& Companies going against the trend — possible future leaders 


ESPITE an anticipated fourth quarter improve- 

ment, prospects for automobile parts manu- 
facturers for 1961 as a whole are not too promising. 
For the second year in a row, not only will most 
such concerns witness a decline in sales, but also a 
more than proportionate drop in earnings as mar- 
igins continue under pressure. While 6.7 million 
passenger vehicles were produced in 1960, most 
industry sources are projecting 1961 output of 
).7-5.9 million units. 

Even though 1961 production will be considerably 
behind last year’s, the industry is, however, entering 
‘the 1962 model year with a considerably improved 
stutistical position. In the forefront is the reduction 
of new car inventories, which are expected to be a 
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maximum of 650,000 by the end of the month, rep- 
resenting their lowest level in twenty months. A 
year ago they stood at 880,000. With dealer stocks 
at a reasonable level as the new 1962 models begin 
to flow off the production lines, unsold prior-year 
models should not drastically cut into demand for 
newer cars, aS was the case last year. Moreover, 
used car inventories are also lower than they have 
been for some time, implying more stable prices 
within the auto market in general, and a decrease 
in intensity in the competition for the consumer 
dollar during the 1962 model year. It now appears 
that next year will, on balance, be a good one for 
both automobile manufacturers and producers of 
related accessories. Although prognostications for 
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Statistical Data on Leading Auto Accessory Companies 
























































Ist 6 Month Full Year Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Share Share Earn. Div. Range Recent Yield 
1960 1961 1960 §=1961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price % 
——(Millions)»—— % % 1960 * 
ARVIN INDUSTRIES ................ $32.4 $29.9 1.8% 1.2% $.52 $.33 $1.80 $1.21 $2.27 $1.00 317-1634 27 3.7% 
W.C. (mil.) ‘59—$20.0; ‘60—$20.4 
AVIS INDUSTRIAL CORP. ....... 4.2 N.A. 5.8 N.A. 1.39 N.A. 37 1.64 2.53 — 2138- 7 19 
W.C. (mil.) ‘59—$.7; ‘60—$.9 
CINE COD osisissseniciessscscornsis 606.0 570.1% 2.8 3.1 3.234 3.29% 5.37 4.88 7.25 2.40 7412-56" 67 3.5 
W.C. (mil.) ‘59—$141.2; ‘60—$145.2 
BORG-WARNER ........................ 323.0 289.0 47 3.3 1.68 1.06 4.36 3.01 4.78 2.00 48'2-317% 42 4.7 
W.C. (mil.) ‘59—$201.5; ‘60-$196.3 
Ee renee 195.0 124.2 3.3 41.2 1.43 4.42 2.38 96 3.09 277%-1334 16 
W.C. (mil.) ‘59—$62.3; ‘60—$58.1 
CHAMPION SPARK PLUG ....... N.A. N.A N.A. NLA 1.40 1.27 2.70 2.76 3.02 1.80 5072-344 44 4.0 
W.C. (mil.) ‘59—$48.0; ‘60—$52.5 
CLEVITE CORP. ......... 46.7 7.6 5.1 2.05 1.24 3.36 3.53 5.37 1.20 722-42 57 2.1 
W.C. (mil.) ‘59—$32.6; ‘60—$32.0 
CONTINENTAL MOTORS ........ 73.27 64.3> 1.4 1.2 322 .23° .80 43 92 .40 11%- 712 10 4.0 
W.C. (mil.) ‘59-$34.6; ‘60—$33.7 
I MES ckscsncersssstonncsseccceee 178.7% 143.0% | & 4.6 2.73% 1.313 3.611 3.26! 4.28! 2.00 4332-3118 40 5.0 
W.C. (mil.) ‘59—$51.7; ‘60—$57.4 
EATON MFG. ............ caaeak 150.4 120.8 5.0 4.0 1.51 -96 3.60 2.23 3.73 1.80 4678-2812 37 4.8 
W.C. (mil.) ‘59—$54.2; ‘60—$52.9 
ELECTRIC AUTO-LITE ............... 125.0 82.6 3.7 1.8 2.98 1.04 4.41 4.05 8.40 2.65 6734-4412 64 4.1 
W.C. (mil.) ‘59—-$95.5; ‘60—$79.6 
ELECTRIC STORAGE BATTERY 69.8 71.7 3.7 3.3 1.56 1.42 3.63 3.58 5.74 2.00 73 -43%4 56 3.5 


W.C. (mil.) ‘59-$48.9; ‘60-$46.9 


*__Based on latest dividend reports. 
W.C.—-Working capital. 

d—Deficit. 

N.A.—Not available. 


Arvin Industries: Leading original equipment manufacturer of mufflers, 
exhaust and tail pipes and air ducts; replacement market contributes 
25% of total sales. While margins have been weak in recent years, 
new product development is encouraging. B4 


Avis Industrial: Largest supplier of locks and padlocks to the automotive 
industry with output sold direct to all leading manufacturers, company 
has experienced impressive earnings turnabout in recent years. Cl 


Bendix Corporation: Currently about 70% dependent upon military 
orders for space, missile and aviation products, about one-sixth of 
revenues are derived from sale of automotive brakes, steering and 
other equipment sold as both original equipment and for replacement. 


B2 


Borg-Warner: Company represents a broad line of industrial and equip- 
ment products. Probable lower sales likely and 1961 net of $2.50-$2.75 
is in prospect. Dividends should continue at $0.50 quarterly. B4 


Budd Company: Generates about 80% sales from production of body 
compenents, wheels, hubs and drums for five largest domestic auto- 
mobile manufacturers as well as for buses, trucks and trailers. C4 


Champion Spark Plug: Company manufactures an extensive line of 
spark plugs, which, though sold as original equipment, are primarily 
for replacement purposes. Al 


Years ended August 31. 

6 months ended April 30. 
9 months ended May 31. 
9 months ended June 30. 


Clevite Corp.: Despite rapidly expanding electronics business, about 
50% of sales still derived from bearings and bushings for both original 
equipment and replacement markets, with Ford the largest single cus 
tomer. B4 


Continental Motors: One of the largest producers of internal combus 
tion engines, recent contract from Studebaker-Packard for military truck 
multifuel engines should aid near-term results. 


Dana Corp.: About three-quarters of revenues are derived from sale 
of original automotive products, primarily chassis frames, axles and 
transmissions, with replacement items accounting for an additional 


15% of company sales. B4 

Eaton Manufacturing: A leading supplier of axles and transmissions 
particularly to truck manufacturers. New cost control program resulted 
in substantially improved second quarter margins. B3 


Electric Autolite: Recent diversification moves, the sale of two plants 


to Ford, and discontinuance of bumper output have greatly reduced 
dependence on automotive business. Exceptionally strong working 
capital position suggests additional acquisitions in future. 


Electric Storage Battery: A leader in batteries and other power sources 
with original equipment to four major automotive producers now ac- 
counting for 10% of total sales as a result of recent Ray-O-Vac ac- 
quisition. Automotive replacement market contributes an additional 
20%. 





RATINGS: A—Best grade. 
B—Good grade. 


C—Speculative. 
D—Unattractive. 


1—Improved earnings trend. 
2—Sustained earning trend. 


3—Earnings up from the lows. 
4—lLower earnings trend. 
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Statistical Data on Leading Auto Accessory Companies —(Continued) 
a ist 6 Months - Full Year———-_ Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Share Share Earn. Div. Range Recent Yield 
1960 1961 1960 1961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price % 
——(Millions) % % 1960 = 
FED.-MOGUL-BOWER BEAR. .... $61.9 $62.2 8.0% 9.5% $1.03 $1.21 $2.52 $1.99 $2.65 $1.40 4038-25'4 36 3.9% 
W.C. (mil.) ‘59-$42.0; ‘60—$41.0 | 
KELSEY-HAVES CO. ............0.0.. 131.9% 134.13 1.8 1.7 1.68% 1.61% 4.881 2.64! 6.891 1.60 5034-3038 36 4.4 | 
W.C. (mil.) ‘59-$41.2; ‘60—$40.7 | 
| 
KING-SEELEY THERMOS CO... 59.24 54.74 3.9 2.7 1.424 914 4.78- 4.66- 7.54- 1.00 2632-1658 20 5.0 | 
W.C. (mil.) ‘59-$15.8; ‘60—$23.9 } 
: =e - —— 
LIBBEY-OWENS-FORD GLASS . N.A. N.A. NLA. N.A. 2.43 1.62 5.13 4.18 5.16 2.55 70'2-46'2 54 47 
W.C. (mil.) ‘59—$69.0; ‘60—$75.6 | 
- fa 
MIDLAND-ROSS CORP. ........... 62.0 65.4 4.0 2.3 3.12 .80 4.71 4.63 9.16 3.00 5934-4834 51 5.8 
W.C. (mil.) ‘59—$28.6; ‘60-$28.9 
DAGOTOR WHEEL. ..........0.0...0000000- 32.4 21.6 1.5 41.5 .60 4.48 95 .10 2.02 23\4-11 14 
W.C. (mil.) ‘59—$14.2; ‘60—$12.8 | 
ROCKLAND-STANDARD CORP. 145.2 109.8 5.7 4.7 1.55 .96 3.56 2.41 4.18 2.00 3838-27 35 5.7 | 
W.C. (mil.) ‘59-$60.4; ‘60—$60.8 | 
SHELLER MFG. CORP. .............. 26.1 18.5 3.6 1.6 99 32 1.30 1.34 2.44 1.00 2134-15%4 18 5.5 
W.C. (mil.) ‘59—$10.8; ‘60—$11.7 | 
SMITH (A. O.) CORP. .............. 193.1% 170.8% 23 41.5 2.144 4124 5.572 3.072 641° 1.60 5338-283 31 5.1 
| W.C. (mil.) ‘59-$67.9; ‘60—-$66.6 
STEWART-WARNER .................. 57.7 54.1 6.0 5.6 1.05 91 2.40 1.86 2.32 1.40 3558-23 33 4.2 
W.M. (mil.) ‘59—-$41.5; ‘60—$43.0 
——- ' } 
| 
TIMKEN ROLLER BEARING ...... N.A. N.A. NA. N.A. 2.89 1.16 5.60 3.60 5.00 2.40 6834-44'4 57 4.2 
W.C. (mil.) ‘59-$92.5; ‘60—$85.9 | 
YOUNG SPRING & WIRE ........ 42.84 33.8% 43.2 43.0 3.37% 2.49% 2.012 44.612 41.432 372-1914 24 
W.C. (mil.) ‘59—$12.4; ‘60—$11.2 
| * Based on latest dividend reports. 1__Year ended August 31. 
W.C.—Working capital. "Year ended July 31. 
d—Deficit. 3__9 months ended May 31. 
4__9 months ended April 30. 
| Federal-Mogul-Bower Bearings: Automotive industry remains largest Rockwell-Standard: Axles, transmissions, bumpers and brakes to broad | 
| consumer of company’s complete line of ball, lined and roller bearings, list of customers account for 70% of sales. Defense work and executive 
but output sold to broad list of other industries as well. B3 type aircraft make up most of remainder. B4 
Kelsey-Hayes Co.: Largest independent producer of automotive wheels, Sheller Manufacturing: Major producer of rubber and plastic steering | 
about two-thirds of total sales are to the automobile industry, with wheels for automotive, marine and agricultural applications, company 
aircraft components accounting for bulk of remainder. Company also alsc makes television parts, die castings, screw machine products and | 
makes brake assemblies and other related items. B4 steel stampings. Auto industry accounts for four-fifths of sales. B4 
King-Seeley Thermos: As a result of a merger with American Thermos Smith (A.O.): Automotive and truck frames, structural parts and suspen | 
Products late in 1960, automotive components, such as instrument panels sion apparatus account for some 40% of total revenues. Other products 
gauges and speedometers, now contribute only one-fifth of total are sold to the oil and gas, nuclear and missile and aircraft industries 

| volume. B4 

| Libbey-Owens-Ford Glass: About two-thirds of revenues in recent years Stewart-Warner: Financially strong producer of a quite diverse product 

| have come from sales to General Motors. Recent loss of a portion of line, company has shown narrower swings in earnings than most auto 

| this business expected to be difficult to make up elsewhere. A4 equipment suppliers. In 1960 original equipment auto and truck sales 

contributed about 20% of total volume. B4 

Midland-Ross Corp.: As a result of numerous acquisitions and the loss } 

| of Dodge and Plymouth passenger car frame business, automotive sales Timken Roller Bearing: Largest producer of roller bearings in the country, | 

| as a percentage of the company total have declined from 85% in 1956 automobile industry continues as the company’s primary outlet, though | 

| to a current estimated 30%. B4 list of other customers is increasing. B4 
Motor Wheel: Sales of brake drums, hubs, wheels and related items to Young Spring & Wire: A major supplier of cushion spring products for 

| aute and agricultural machinery industries account for two-thirds of the automotive industry, including seat frames and supports, company 

| revenues. Other products include television cabinets, air conditioning has also diversified to the extent that defense and electronic business 
equipment, power lawn mowers, etc. are now of growing significance. C4 

| — i 

RATINGS: A—Best grade. C—Speculative. 1—1I mproved earnings trend. 3——Earnings up from the lows. 

B—Good grade. D—Unattractive. 2—-Sustained earnings trend. 4—Lower earnings trend. 
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1962 may be a bit premature at this time, most 
industry experts are tentatively projecting produc- 
tion of about 7 million units. If this estimate proves 
to be in the ballpark, next year should be one of 
substantial improvement for the accessory manu- 
facturers. 


But Profits for This Year Headed Lower 


While over-all industry conditions are taking a 
turn for the better, 1961 profits of auto accessory 
companies will still most likely trail last year’s. 
Among the longer term factors influencing this 
decline are higher wage costs, shorter production 
runs occasioned by the larger number of models 
being produced, and lower price tags on parts for 
compact units. These problems have been with the 
industry for some time, and many concerns (Eaton 
Manufacturing and Young Spring & Wire are nota- 
ble examples) have already been taking steps to 
improve manufacturing techniques and increase op- 
erating efficiencies as an offset. 

Few accessory companies have been able to re- 
port profits approximating 1960 results for the 
current year to date. Federal-Mogus-Bower, with a 
12% increase in per share earnings, is a notable 
exception. The principal cause of this favorable 
showing was a higher volume of sales to the earth- 
moving, road-building and farm machinery indus- 
tries rather than an ability to maintain sales to 
automotive producers. 

Other companies which have managed to keep 
profits in line with prior-year results include Electric 
Storage Battery, Champion Spark Plug and Kelsey- 
Hayes. Large replacement markets for their prod- 
ucts, which tend to minimize the effects of cyclical 
swings, were the principal cause of the superior 
performance of these concerns. Eaton Manufactur- 
ing, benefiting from the effects of its cost control 
program, an improved product mix, and selective 
price increases, reported second quarter per share 
earnings of 65¢ versus 54¢ as margins experienced 
a healthy improvement. 


Compacts Continue to Take Their Toll 


Not only have original equipment sales been down 
this year, but sales and earnings from replacement 
apparatus have also been somewhat sluggish. Com- 
pact cars continue to be the industry’s principal 
nemesis. Parts designed for these models carry 
lower price tags, and hence afford their manufac- 
turers a lesser profit. 

Although at one time considered a fad by industry 
leaders, the introduction of compact units by every 
major automobile manufacturer in the United States 
has made it clear that Romney’s Rambler is no 
hulahoop! Accounting for 13% of all cars produced 
in this country in 1959, the percentage more than 
doubled to 29% in 1960. Moreover, compact penetra- 
tion continues to record new highs almost monthly, 
with the July, 1961, percentage reaching a 38% 
all-time record level. By the fourth quarter, com- 
pacts are expected to account for two-fifths of all 
autos manufactured, according to industry experts. 

There is little likelihood this percentage will ex- 
pand much further during the years immediately 
ahead, and in all probability it will remain on a 
plateau. 

A recent announcement by Ford Motor that its 
1962 line will include an “in-between” car is indica- 
tive of industry recognition of the limitations of 
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possible further expansion of compact sales. As 
compacts require less glass, less trim and fewer 


accessories (e.g., power brakes, power windows, | 
power steering, etc.), many accessory concerns have | 


been adversely affected by the compact conquest. 
Rockwell-Standard, Libbey-Owens-Ford, Timken 
Roller Bearing and Dana Corp. are among the many 
who have ascribed poorer operating results to this 
phenomenon in the past. 

Now that it appears that the compact’s future 


rate of growth will be more in line with that of the} § 


industry in general, its impact on the auto parts 


suppliers should be less severe over the next severil [7 
years. Furthermore, as the 1962 model economy | — 
cars will carry more big-car style trim, according | 


to Detroit sources, those very concerns which have 
suffered most from the smaller amount of accesso- 
ries going into these autos, are expected to benefit 
from this countertrend. 

Import Problem Starting to Fade 

The domestic acceptance of the compact car has 
not only hindered progress of U.S. accessory manu- 
facturers by necessitating the production of a large 
percentage of less profitable, smaller components, 
but has also resulted in the total loss of some busi- 
ness as foreign small-car manufacturers increased 
their share of the U.S. market. By 1959 importe:| 
units were accounting for more than 10% of do- 
mestic new car registrations. With the introduction 
of economy cars by all three of the major American 
manufacturers, the trend has since that time re- 
versed itself. During 1960 new registrations of 
foreign cars declined to 7.5% of the total, and during 
the 1961 first half accounted for only 6.5%. 

The problem of more intense competition from 
abroad has thus been at least temporarily solved, 
paving the way for a somewhat improved environ- 
ment for accessory concerns. 

Original Equipment Business Carries Risks 

As many of the parts and accessories which go 
into new cars are produced for the automotive manu- 
facturers by others, a year of substantial profits for 
passenger car and truck manufacturers is also usu- 
ally a highly rewarding one for a great number of 
auto component concerns who are their suppliers. 
This business carries with it a high degree of un- 
certainty, however, for not only are the sales and 
earnings of the original equipment suppliers subject 
to the cyclical influences of automotive production 
itself, but also to the sudden loss of substantial 
volume due to a change in policy of a major cus- 
tomer. 

> Generally, original equipment is sold on the 
basis of annual contracts covering a_ particular 
model year, and while most such agreements are 
renewed annually, a change in design may at any 
time eliminate the need for a product, or a com- 
petitor may offer an improved or lower-priced line. 
Moreover, the recent trend toward greater vertical 
integration by the auto manufacturers themselves 
has on several occasions eliminated the need to pur- 
chase various accessories from historic sources of 
supply. 

& The most significant recent example of this 
process is the experience of Libbey-Owens-Ford 
Glass, which during the last thirty years provided 
General Motors with all of its glass requirements. 
Commencing with the (Please turn to page 705) 
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1961 MID-YEAR 
DIVIDEND FORECAST 





IS RUBBER INDUSTRY 
READY TO BOUNCE BACK? 


By GEORGE E. WINES 


® While decline in domestic business and reduced consumer spending affected sales, 
foreign demand, already on the upgrade, is now expanding 

Inventory position — outlook for price-cost squeeze — natural and artificial rub- 
ber situation — diversification of products — and cost of research — all part of a pic- 
ture looking to the year ahead — on balance showing favorable outlook for specific 


companies 


> Careful reappraisal of the varying operations of the individual corporations — which 
are in the best position on earnings-dividend outlook — those still static — and 


others that are rather specuiative 


eo the rubber industry is still suffer- 
ing a hangover from the recent recession, 
mounting evidence supports the view that renewal 
of the long term growth trend may not be far away. 
Actually, consumption of rubber on a world-wide 
basis reached a new record high in 1960, but re- 
duced industrial activity in this country caused a 
decline of roughly 5% in domestic demand. With 
auto production down sharply in the early part of 
the present year, U. S. consumption of new rubber 
in the first half fell 13% from the similar interval 
last year. Synthetic rubber use, while substantially 
less than that in the first six months of 1960, con- 
tinues to represent a greater portion of total rubber 
requirements, and accounted for 72% of new rubber 
demand in June. 
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Inasmuch as the average rubber company still 
depends upon tires for at least half of total sales, 
the lower rate of new vehicle output largely explains 
why dollar volume of rubber manufacturers has 
fallen this year. Moreover, reduced auto demand has 
meant smaller requirements for the many non-tire 
rubber items that go into every car. Increasing mar- 
ket penetration of the smaller compact cars with a 
reduced appetite for rubber has also had an adverse 
effect on the industry. 

Again, the rubber industry was faced with a 
serious loss of volume as truck manufacturing 
dwindled. 


Of course, the volume of replacement tires for 
autos, trucks and other vehicles is of much greater 


689 















importance to rubber fabricators, and growth in 
this area has fortunately been considerably better 
and steadier than that of original equipment tires. 
The recent recession has, however, resulted in a 
slowdown of the normal rate in replacement tire 
demand. During the first half of 1961, shipments of 
passenger car replacement tires were up only 1% 
from the initial six months of 1960 while truck tires 
for replacement were off 5%. 


Tire Inventories Reduced 


As a result of smaller tire demand, inventories 
became unwieldy, and this caused manufacturers to 
curtail production more than shipments in order to 
balance stocks. As a result, output of all automotive 
tires fell 14% in the first half while shipments de- 
clined only 10%. With inventories now in better 
balance, and demand improving, tire companies 
should be able to produce at a rate equal to or 
greater than shipments in coming months, thus 
boosting their dollar sales. 

Some indication of the basic improvement which 
has taken place can be gleaned from recent statis- 
tics. In June, shipments of replacement truck tires 
were already 21% higher than a year ago. Replace- 
ment tires for cars rose 6% in the same month. 
Original equipment tires for cars and trucks are 
still running 10% and 5%, respectively, below year- 
earlier levels, as demand for new vehicles still lags, 
but this is considerably better than the performance 
earlier in the year. 

& The rising industrial activity, introduction of 
new 1962 autos and greater consumer spending 
power all suggest that auto and truck replacement 
tire shipments will easily surpass the record 78 
million units of 1960. 

& Total automotive tire deliveries, including orig- 
inal equipment, are not likely to be much below 
last year’s peak of 120 million. 


The Old Price-Cost Squeeze 


Despite this relatively favorable picture, the in- 
custry has experienced the most severe price cutting 
of the past decade, reflecting increased tire manu- 
facturing capacity. Last year new tire plants or 
additions to existing facilities were established by 
a number of companies, including General Tire, 
Goodrich and Goodyear. Next year Armstrong Rub- 
ber will also have a new tire manufacturing plant in 
California. Thus, even with the prospect of improved 
demand, it is doubtful whether price reductions 
initiated in mid-1959 and repeated late last year, 
will be overcome in the near future. An attempt by 
U. S. Rubber to increase tire prices earlier this year 
was not successful. 

Although rubber manufacturers must contend 
with lower price levels thay are simultaneously en- 
countering higher wage costs. Recent union wage 
agreements call for increases of 714¢ per hour effec- 
tive in June of this year and an additional 7¢ in 
June, 1962. Despite this cost-price squeeze, there are 
several cost factors which are benefiting the indus- 
try. Tire manufacturers use large quantities of 
rayon ani nylon, which have been subject to price 
reductions. Moreover, natural rubber, which sold as 
high as $0.45 per pound in 1960 and averaged about 
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$0.39 for the entire year, now sells at roughly $0.30. 

Thus, companies such as Goodrich and Goodyear, 
which presently have little natural rubber produc- 
tion, together with most of the smaller rubber fabri- 
cators, will enjoy considerable cost savings. Large 
capital expenditure programs have also in many 
cases significantly improved efficiency, in addition to 
enlarging capacity. And austerity programs insti- 
tuted during the past recession are having a favor- 
able effect on profit margins. 


Belt Tightening, Improved Efficiency Aiding 
Profit Margins 


In the light of these factors it would have been 
too much to expect an improvement in first quarter 
earnings over year-earlier levels, and, to be sure, 
such was not the case. ® A summary of the results 
of Goodrich, Goodyear and U. S. Rubber combined 
(Firestone was excluded because its fiscal quarter 
do not correspond with calendar quarters) showe 
first quarter sales 14° below year-earlier levels an 
net income down 27%. ®In the second quarte 
however, despite a drop of 5% in dollar volum: 
from the corresponding period of 1960, earning 
gained 7%. Cost cutting egorts together with re 
duced material costs have evidently begun to pay 
off. Profits from foreign sources probably also con 
tributed to the better results. Wage and price prob 
lems will continue but if overall physical volume 
improves as expected in the final half, industry 
earnings for all of 1961 may closely approximate 
the high level of 1960. Next year, assuming some- 
what better prices and volume, profits could eve: 
surpass the 1959 peak. 


Long Term Outlook Bright 


Although industry profits have failed to show any 
marked uptrend since 1955, the long term outlook 
remains decidedly encouraging. B® Rubber use in 
foreign areas is growing at a much faster rate than 
in this country and profits abroad are good. ® In 
the domestic area, the replacement tire business 
contributes steadily rising sales despite occasional 
wide fluctuations in original equipment demand. It 
seems quite probable that further research develop- 
ments will substantially increase tire life. While 
this could have some detervent effect on replace 
ment demand, the ever increasing number of vehicles 
on the road, greater number of miles traveled and 
other factors tending to increase tire wear will act 
as offsets. Research should also produce important 
non-tire items. 

Material prices in the future should show con- 
siderably more stability than in the past, as syn- 
thetic rubbers further reduce our dependence upon 
the volatile natural product. Moreover, continuing 
diversification in promising growth fields should 
provide greater volume together with higher profit 
margins, as the following review of individual com- 
panies will indicate. 


Good Cost Control, Increased Foreign Earnings 
Beneficial 


Goodyear—Despite a sales decline of 11% in the 
first half of the current year from the similar 1960 
period and a substantial increase in depreciation 
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Statistical Position of Leading Tire & Rubber Companies 
Ist 6 Months——— ——- ——-—Full Year Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Shares Share Earn. Div. Range Recent Yield 
1960 1961 +960 1961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price % 
——(Millions)—— % % 1960 ° 
ARMSTRONG RUBBER CO. ...... $80.9- $87.32 4.0% 3.7% $1.92> $1.93° $3.47 $2.91 $5.26 $1.40 47 -28's 45 3.1% 
w.C. (mil.) ‘59-$29.0; ‘60—$32.1 
FIRESTONE TIRE & RUBBER ..... 581.1% 544.8% 5.2 5.1 1.153 1.04% 2.451 2.411 4.10! 1.00 482-3234 46 2.1 
w.C. (mil.) ‘59-$394.4; ‘60—$380.6 
SENERAL TIRE & RUBBER ....... 350.7 374.0 3.2 3.0 2.01 2.05 4.84 4.07 7.00 1.00 8472-4158 82 1.2 
w.C. (mil.) ‘59-$112.7; ‘60—$106.6 
i a ee 403.8 370.3 4.5 4.0 2.02 1.65 4.18 3.33 5.97 2.20 8912-45 75 2.9 
W.C. (mil.) 59-$251.7; 60-$280.5 
SOODYEAR TIRE & RUB. ........ 815.8 726.1 4.6 5.3 1.14 1.13 2.29 2.10 3.57 -90 4778-3258 46 1.9 
N.C. (mil.) ‘59—$510.4; ‘60—$521.5 
.EE RUBBER & TIRE .................. 21.4% 19.93 1.0 41.0 253 «64.253 1.781 38! = 1.351 .60 2414-1438 19 3.1 
V.C. (mil.) ‘59-$19.6; ‘60—$19.0 
SEIBERLING RUBBER ................ 24.9 23.1 4 47 03 4.45 1.72 4.08 1.86 1934-10" 16 
N.C. (mil.) ‘59-$17.5; ‘60—$16.1 
WD: Sic IEE sictaihatonsiasindomneiaente 510.1 474.0 3.6 2.8 2.77 1.93 5.30 4.44 9.57 2.20 6412-4114 62 3.5 
W.C. (mil.) ‘59—$312.2; ‘60—-$318.2 
Based on latest dividend reports. !__Year ended October 31. 
W.C.—Working capital. 29 months ended June 30. 
d Deficit. 36 months ended April 30. 
COMPANY RATINGS 
Rating Rating Rating 
Armstrong Rubber BI Goodrich (B. F.) Al Lee Rubber & Tire cl 
Firestone Tire & Rubber Al Goodyear Tire & Rubber Al Seiberling Rubber cl 
General Tire & Rubber BI U. S. Rubber BI 
RATINGS: A—Best grade. C—Speculative. 1—Improved earnings trend. 3— Earnings up from the lows. 
B—Good grade. D—Unattractive. 2—Sustained earnings trend. 4— Lower earnings trend. 














charges, Goodyear was able to show slightly im- 
proved profits. While lower natural rubber prices 
probably contributed to the improved margins, cost 
cutting efforts together with efficiency resulting 
from an extensive plant modernization program 
were also important factors. Foreign earnings rose 
sharply and accounted for 38° of overall results in 
the first half. With better demand in prospect for 
the remainder of this year, sales should resume the 
upward trend in evidence prior to 1960 and earnings 
for all of 1961 are likely to reach $2.15 per share— 
a new record. The well covered $0.90 annual cash 
dividend rate will probably be supplemented by 
another stock dividend of 2% later this year. 

The largest rubber fabricator in the world, Good- 
year derives some 60% of total sales from tires, 
with slightly less than half of this coming from 
original equipment producers. 

> In addition, it maintains a chain of 600 retail 
stores. Other operations include industrial products, 
chemicals and plastics, aviation products, metal 
items, shoe products, films, foam cushioning, defense 
items and flooring. 

& Capital expenditures this year and next will 
approximate $180 million, with about half this 
amount slated for 1961. Thus, plant and equipment 
outlays will be substantially higher than the $75 
million expended in 1960. Major expansion projects 
include new tire facilities in India and Turkey and 
a $2 million synthetic rubber plant in Beaumont, 
Texas, which is expected to begin production by the 
enc of the year. 

birestone, ranking next to Goodyear in size, also 
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derives about 60° of its business from tire lines, 
with Ford and General Motors as its major cus- 
tomers. It is also the world’s largest producer of 
wheel rims for motor trucks, buses, farm tractors, 
trailers and earth-moving machines. An important 
portion of sales is made through 771 company stores. 

& Earnings from foreign sources contributed 26% 
of total profits in fiscal 1960. While Firestone has 
placed considerable emphasis on developing and ex- 
panding natural rubber plantations abroad, it has 
not neglected the field of synthetic rubber, where it 
again ranks second only to Goodyear. 


> During the past fiscal year a record $83 million 
was spent for plant additions and improvements, 
largely for foreign facilities. Although capital out- 
lays in the current fiscal year are expected to fall 
to about $60 million, this excludes the cost of the 
tire facilities acquired from Dayco Corp. last March. 

> In the company’s first half ended April 30 of 
the current fiscal year, sales fell 6%, and net income 
was off 8°° from the corresponding period a year 
earlier. All of the earnings drop and most of the 
sales decline occurred in the second fiscal quarter 
when operations were especially hard hit by reduced 
auto and truck production. 

& Although improvement should be evident in the 
final half, it will probably not be sufficient to offset 
the lower level of first half operations and for the 
fiscal year ending October 31, 1961, per share earn- 
ings may be nominally below the $2.41 earned in 
fiscal 1960. However, earnings should attain a new 
peak in fiscal 1962. (Please turn to page 707) 
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Inside The Market 


At this writing, stock groups 
performing better than the mar- 
ket include: auto trucks, finance 
companies, food brands, liquor, 
motion pictures, office equipment, 
department stores, food stores, 
bank and insurance equities, elec- 
tric utilities, natural gas distri- 
butors and tobaccos. Current- 
ly faring less well than the gen- 
eral market are principally autos 
and auto parts, aircraft, air lines, 
aluminum, building materials, 
coppers, drugs, electrical equip- 
ment, machinery, TV-electronics, 
metal fabricating, oils, rail equip- 
ments and steels. 

Faded 


Conditions change and the con- 
census of investment opinion 
changes. So, in many cases, pop- 
ular Blue Chips lose favor. It 
comes hard to say that a re- 
spected stock is no longer a Blue 
Chip, so long as recovery and 
resurgence are possible. So the 
polite term for “leading” stocks 
which lag persistently in a bull 
market is “faded Blue Chip.” 
Here are some, with comparison 
of earlier highs and present mar- 
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ket prices: (1) 1956 highs versus 
present levels, Aluminum Com- 
pany of America 13314 and 7514 ; 
Pittsburgh Plate Glass 9614 and 
6514; Kennecott Copper 1473, 
and 8254; (2) 1957 highs and 
present prices, Standard Oil (New 
Jersey) 6814 and 443%; Royal 
Dutch Petroleum 5334 and 3144; 
National Lead 138 and 8814; (3) 
1959 highs and current levels, 
American Cyanamid 6514 and 
42; Dow Chemical 100% and 
8214; duPont 27834 and 231; 
General Electric 99% and 68; 
Libbey-Owens-Ford Glass 7714 
and 5414; Lily Tulip Cup 6314 and 














12234, and 88; and Owens-Illinois 
Glass 116 and 88. Various others 
also could be cited. 
Suspicious 
Often growth stocks stay at 
advanced levels for some time 
after earnings have begun to 
flatten out or shrink. There is a 
hangover of popularity. Disap- 
pointing profits for one or two 
quarters are generally excused on 
one ground or another and are 
assumed to reflect temporary 
factors. Management also is 
never convinced that growth has 














483/,; Owens-Corning Fiberglas ceased — until long after the) 
INCREASES SHOWN IN RECENT EARNINGS REPORTS | 
1961 1960 || 
Menta Ta Gs oc sisscsciaccsscensssscsisvescese Quar. June 30 $.71 $.58 
IIE IIS as cccccncsaccuhenconiadvschanbeonspbances Quar. June 30 42 31 
ES ENTRAR T OTA Quar. June 30 35 .30 
NE IR Be MNS aiscsirisaicsseiccnevceceiczocesersesvenes 6 mos. July 2 86 78 
Robertshaw-Fulton Controls .................::ccceee Quar. June 30 .63 51 
Anaconda Wire & Calbille ..........ccccsssssccsscccsssece Quar. June 30 .60 -36 
I FN nn cn scccscasemshacmraneos Quar. June 30 .30 .09 | 
ORI A TNE GEIS icsiccsinssisscscssiceresccsesiosse Quar. June 30 39 30 | 
Great Northern Paper .............cccccccscccssesessesees 24 weeks June 18 1.28 1.18 | 
I: TIONG: GR ci sccsseisccicscinccsincceceseiers 6 mos. June 30 .92 a | 
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| 
facts have become obvious. So it growth ahead in the foreign 3114, now at 24; and Falstaff 
“plays down” a quarterly reversal markets. At this stage, nobody Brewing at 431%, now at 3634. 
and holds out hope for a renewal can prove that it is wrong. Still, Paper profits always look good, 
oi progress. An illuminating ex- there is basis for doubt. Profit but you do not have a real profit 
ample is provided by Outboard reached a peak of $2.89 a share until you take it. Of the issues 
Marine. Following dynamic ear- in the third quarter of last year. cited here, Spalding is the only 
lier growth, profits began to It was $1.57 in the tourth quarter, one we venture to recommend 
flatten out by 1957. Yet for more $1.83 in the 1961 first quarter for speculative rebuying at the 
than two years thereafter most and $1.16 in the June quarter. marked-down price about 30% 
Wall Street analysts continued to For 1961, net may not exceed under its high. This old-line 
1cte the issue as a “growth” 1960’s $7.25 a share. This is maker of sports goods, under new 
stock. It could have been sold at growth? Valued in the vicinity management, has recently been 
highs around 37 in 1957, 35 in of 25 times possible full-year having the best sales in its 
1958 and 39 in 1959. Recently, earnings, the stock is not ex- history. It ran up too fast fol- 
— with 1961 profit expected to be tremely priced as drug-specialty lowing our buying advice last 
under $1.00 a share and lowest stocks go. But, with over half of February. Now it could work 
since 1954, it sagged to a new profits geared to the single prod- back to 30 or above in a reason- 
four-year low of 18%%. This, of uct “Metrecal”’, there is very able time. 
course, is water over the dam. considerable risk that those still 
he moral is this: when “growth” banking on “growth” may be dis- Strong Stocks 
profits begin to flatten out, for appointed. But the merits of the Stocks meeting  better-than- 
reasons that cannot be ascribed stock will be no more than debat- average demand at this time in- 
to business recession, a suspicious able unless and until profits and clude: Allen Industries, Ameri- 
view is in order. As a case in’ the market price are much lower. can Enka (recently recommended 
point, consider Polaroid, one of Another Leek here), American Stores, Cham- 
the market sensations of recent pion Paper, Commercial Credit, 
years. There has been year-to- Whether and when to take Great A. & P., General Mills, 
year shrinkage in profits in each profits in stocks is as much a  ffershey Chocolate, National Tea, 
quarter since the third period of matter of possibly fallible judg- New York Air Brake, Ohio Edi- 
1960 or for four consecutive ment as is the question of wheth- son, Procter & Gamble, Singer 
quarters. Around 199, the stock er and when to buy. Some in- Mfg., Sunbeam Corp., Western 
is down about 24% from its high vestors believe in long-term buy- Auto Supply and Xerox corp. 
but is still priced in the vicinity ing and retention of “good : 
as of 100 times likely 1961 earnings stocks. That works out well in  Laggings 
| of possibly $2.00 or so a share, Many instances; not so well, if A few of many issues currently 
against 1960’s $2.26 and 1959’s not poorly, in perhaps a greater performing significantly worse 
nois. «$2.78. If the recent record does number of other instances. There than the industrial average are: 
1ers not justify “suspicion” of more is usually room for argument as American Hospital Supply, 
than a temporary change, what to what is a “good” stock — and = american Machine & Foundry, 
does it take? When there is posi- how good it may be at a given Atlas Chemical, Bestwall Gyp- 
tive proof, the stock might be price. Among the various stocks cum Food Giant Markets, Barber 
at\y much lower. ca ened se cyellaglwal Oil, Foote —. Geneon po 
: vanta . a oe trols, General Instrument, Lee- 
ne maciuee Example subsequent profit-taking advices sona, Lionel Corp., Masonite, Re- 
bs ° Consider the case of Mead and how they have worked out; jjance Mfg., Royal Dutch Petro- 
iS @” Jchnson, whose “Metrecal” weight In the issue of last May 20 we  jeym. Richfield Oil, Thor Tool. 
sap- control product became a sensa- recommended sale of Twentieth Transitron 
two" tional money maker early in Century-Fox at 5014, now at 
1 on 1960. The consensus seems to be 3614; and American Broadcast- Possibilities 
are’ that this is still a promising ing-Paramount at 57, now at There could be substantial pos- 
ary growth stock. Now at 176, the 4834 In the May 2 issue, sibilities for appreciation over a 
0 is stock is off only some 13% from Decca Records at 48, now 345%. period of time in Spartans In- 
has its high. There is talk of new In the April 22 issue, Metro-Gold- dustries, now around 39 in a 1961 
the| Product development costs as a wyn-Mayer at 6812, now at 59°75. range of 4614-27. The company, 
| temporary factor and of big In the April 8 issue, Spalding at still fairly new on the Big Board, 
— is an uncommonly successful! 
a maker of mass-market apparel 
so Il | DECREASES SHOW IN RECENT EARNINGS REPORTS men, women and children. Most 
a. 1961 items retail in the $1.00 to $3.98 
- American Sugar Refining —....s.c....cccsssssseesoee 6 mos. June 30 $1.00 range. Sales more than doubled 
ne Outboard Marine Corp. ..c:scccccccsssesssssesessnene Quar. June 30 61 in four years through 1960. Earn- 
re American Potash & Chemical 0.00.0... Quar. June 30 AT ings about doubled in three 
51 General Amer. Transport ..............scs:scscssssessees Quar. June 30 70 years to 1959’s $1.50 a share, 
- sl or wee Me eed Quar. June 30 52 dipping to $1.28 last year as a 
1” I artic ia tietics cinednbasiiinaancania 6 mos. June 30 34 result of special expenses. The 
30 Cooper-Bessemer Corp. ..........ccccscscccssssscesscsssees Quar. June 30 .62 latter are for establishing a chain 
18 SRI II. acacessvrccoscricsesessaesess ... Quar. June 30 15 of discount stores to retail Spar- 
83 sland Creck Coal ... Quar. June 30 12 tans products and other soft 
| Gladding, McBean & Co. ooiuccccccccccccccsesseecesees Quar. June 30 29 goods, and to handle hard goods 
os . (Please turn to page 709) 
REE! 
SEPTEMBER 9, 1961 693 











Ty 








Busines 

















THE BUSINESS FORECASTER OF PRODUCTIVE ACTIVITY 
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* Latest figures are preliminary. 


W in the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity inv itself 
is not a true gauge of the business outlook — the right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 


changes directions up or down a corresponding change in our 
| 


economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. 
When particularly favorable indications cause a rise that 
exceeds plus 3 for a period of time, a strong advance in gen- 
eral business is to be expected. @n the other hand, penetra- 
tion of minus 3 on the down side usually precedes an im- 
portant contraction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


A general consensus pointing to considerable fur- 
ther expansion in business conditions has now 
appeared among the indicators comprising the Trend 
Forecaster. 

In the latest period for which figures are avail- 
able, virtually all of the series appear to be in a 
rising trend. New incorporations have been rising 
steadily since April; durable goods orders in manu- 
facturing have been advancing since February; 
stock prices have been in an almost continuous rise 
for ten months; average hours worked in manufac- 
turing industries, housing starts and business fail- 
ures have been improving since early 1961. Com- 
modity prices have lately turned firm; non-residen- 
tial construction contracts have shown little change. 

The Relative Strength Measurement, which sum- 
marizes the behavior of these indicators, reached 
positive ground early in the year, and has now evi- 
dently crossed into the plus three range associated 
with a forecast of general business expansion. The 
Relative Strength Measure now points affirmatively 
to a further substantial advance in general business 
in the remainder of 1961, and into early 1962. 
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CONCLUSIONS IN BRIEF 


PRODUCTION — a further advance in output rates this 
Fall, from a level that is already a record, seems as- 
sured, Large increases probable in machinery, primary 
metals, and most soft goods lines. Auto output should 
rise more than seasonally. 














TRADE — still not setting any records. August results 
have been little better than July, but important gains 
cre probable as Fall season develops. Soft-goods trade 
to reach record levels in early Autumn and hard goods 
may hit new highs by late Fall. 


MONEY & CREDIT — Generally easy private demand for 
funds offset by increasingly probable large-scale re- 
quirements of government. Bank reserves still ample, 
and short-term trends in yields show little clear pattern. 
Outlook: a modest rise in yields over the next three 
months. 


COMMODITIES — gradual firming appearing among 


some key industrial commodities, little change in prices | 


of processed and finished goods. Prospects still favor 
price strength over weakness; look for moderate gains 
in raw commodities, and slight increases in finished 
goods over next three months. 
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MONEY AND BANK CREDIT 
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S business enters into its usual seasonal cre- 

scendo running from the early Fall into Christ- 
mas, it may be well to step back for a moment and 
take a thoughtful look at the general environment 
in which this year’s busy season is about to take 
place. 

In terms of standard business cycle analysis, 
American business has already enjoyed a notable 
degree of recovery from the mild recession of late 
1960 and early 1961. The signs of this recovery are 
altogether unmistakable, and it would be foolish to 
contest them seriously. Industrial production has 
already regained all of the ground lost in the re- 
cession; nonfarm employment has recovered rather 
dramatically; profits are advancing nicely; inven- 
tory policy has reversed from liquidation to accumu- 
lation; gross national product has been increasing 
at a rate well in excess of 10% per annum, which is 
good even for early stages of recovery. Within man- 
ufacturing, hours of work have advanced, accompa- 
nied by a rising tide of orders and sales, and the 
increase in sales rates has exceeded the rate of in- 
crease in inventories, with the result that stock-to- 
sales ratios have grown even more conservative. 
And, of course, stock prices have for several quar- 
ters been heralding the approach of a substantial 
expansion in general activity. 

The statistical signals of boom are thus all around 
us. And yet a few afterthoughts are perhaps in 
order. A great deal of the’ signals of recovery sug- 
gest preparations for boort, rather than its actu- 


(Please turn to the following page) 
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Latest Previous Year 
THE MONTHLY TREND Unit | Month Month Month Ago 
INDUSTRIAL PRODUCTION® (FRB) ........ 1947-'9-100 | July 171 168 166 
Durable Goods Mfr. .......c.cccscsseseeeeees 1947-’9-100 | July 176 171 172 
Nondurable Goods Mfr. ..........:ccscscse0 1947-'9-100 | July 167 165 163 
Mining 1947-'9-100 | July 130 129 128 
RETAIL SALES* $ Billions July 18.1 18.3 18.1 
Durable Goods $ Billions | July 5.5 5.6 5.7 
Nondurable Goods .............ccsssssesseseees $ Billions | July 12.6 12.7 12.5 
Dep't Store Sales 1947-’9-100 | July 151 149 148 
MANUFACTURERS’ | 
New Orders—Total*® ..........ccccccecceeeeee $ Billions | June 31.0 31.1 ‘30.1 
I $ Billions June 14.9 14.8 14.3 
Nondurable Goods .................. $ Billions | June 16.2 16.3 15.8 
ee | $ Billions | June 31.0 30.8 30.8 
Durable Goods ..... $ Billions June 14.7 14.6 14.9 
Nondurable Goods .............c0ccee0000 $ Billions June 16.2 16.2 15.9 
BUSINESS INVENTORIES, END. MO.* . | $ Billions | June 91.4 91.3 93.5 
OIINS sscsscscoiicsssincscasesicarscntesn $ Billions June 53.4 53.4 55.1 
PII co sacak dccutnccuiatasscasessniesade $ Billions June 13.5 13.5 13.0 
NI siccacactasseicelxchedenvicuncasnnsncnvisions $ Billions | June 24.6 24.5 25.3 
BRE, TORO GROOS ciccescesccssccsscesccseccecis 1947-’9-100 | June 164 164 164 
CONSTRUCTION TOTAL ..............0000 $ Billions July 58.7 57.8 55.4 
| | EE ESE ere mere $ Billions | July 41.2 40.7 39.0 
PN NNINNNNE sir secusievaccncatacoccknsosroneseusies $ Billions July 23.1 22.6 22.3 
RE | July 18.1 18.1 16.7 
Housing Starts*—o ..........cccssscccsssseseees Thousands July 1317 1383 1227 
Contract Awards, Residential—b ...... |$ Millions | July 1502 1558 1329 
EI IID Sisiciccssscsccsosscsassencscevesss | $ Millions July 2027 2044 2268 
EMPLOYMENT 
Ie NOD sacissicieseseresacsansesssavasesinias Millions July 69.5 68.7 68.7 
Non-farm* Millions July 53.4 53.2 53.1 
GOVOrRAMONt” oaseisicessscscscecsssonssescscosese | Millions July 8.8 8.8 8.4 
Trade* | Millions July 11.7 11.6 11.7 
POI acicsccesatssncccnsccrccentsersssecicnseonse Millions July 12.0 11.9 12.4 
Hours Worked® .......ccccsssesseseneee Hours July 40.1 40.0 39.9 
Hourly Earnings .................... Dollars July 2.35 2.35 2.29 
Weekly Earnings .................0006 Dollars Ju'y 94.00 94.24 91.14 
PERSONAL INCOME® 0.00... eee 5 Billions July 422 417 405 
WHOS BH SINS snescscceesescescsccccesesensss $ Billions July 283 281 274 
Proprietors’ Incomes ..........0cessessesee $ Billions July 61 61 60 
Interest & Dividends ............ccceeeee $ Billions July 42 41 40 
Transfer Payments .........cessessesseesees $ Billions July 35 33 29 
Farm Income $ Billions July 17 17 16 
CONSUMER PRICES 1947 ’9-10€ | July 128.1 127.6 126.6 
Food 1947-'9-100 | July 122.0 120.9 120.6 
Clothing 1947-9 100 | July 109.9 109.6 109.1 
Housing 1947-'9-100 | July 132.4 132.4 131.3 
MONEY & CREDIT 
Action Money Supply*—v ..........::0000 $ Billions July 141.6 141.0 138.6 
Bank Debits*—g $ Billions July 100.7 101.5 94.8 
Business Loans Outstanding—e, vu ..| $ Billions July 31.3 31.8 31.2 
Instalment Credit Extended*—v ....| $ Billions June 4.2 4.0 4.3 
instalment Credit Repaid*—v ........ $ Billions | June 4.0 4.0 3.9 
FEDEKAL GOVERNMENT 
Budget Receipts .........-csncsscessessessseeesss $ Billions | June 10.7 6.5 10.9 
Budget Expenditures .............0s00000 $ Billions | June 7.9 7.2 6.5 
Defense Expenditures ..............00000- $ Billions | June 46 4.0 4.0 
Surplus (Def) cum from 7/1 ..........0:+ $ Billions | June (3.9) (6.7) (1.2) 





PRESENT POSITION AND OUTLOOK 





ality. Indeed, retailers, who sit at 
the focal point of the whole busi- 
ness system, where a substantial 
portion of our total national output 
changes hands, have hardly experi- 
enced a boom as yet. In capital 
goods markets, where a smaller 
but exceedingly volatile share of 
output is involved, the turnaround 
from recession has seemed exas- 
peratingly slow and deliberate. The 
housing industry, while better than 
it was, is hardly back to a seller’s 
market. Appliance manufacturers 
still have their complaints. And 
while the general price trend has 
firmed a little, one still hears 
about the impact of competition on 
margins in a surprisingly broad 
range of industries. 








» The recovery thus far seems, | 


on the whole, to be normal, rather 
than boomlike, and the shadow of 
some less bullish aspects of the 
present economic scene, referred 
to in this column in the past, have 
not yet dwindled and disappeared. 

> It remains true that the rate 
of household formation is now low, 
and that this basic determinant of 
the hard-goods market is continu- 
ing to modify the trend of both 
durables and homes. Credit condi- 
tions in the personal sector also 
leave something to be desired, 
after a decade of rapidly rising 
personal debt. And in the business 
sector, there remains evidence that 
it is difficult, under today’s condi- 
tions, to find profitable outlets for 
investment capital. 

These doubts and _ hesitations 
provide reasonable grounds for 
caution, after a decade and a half 
of prolonged and almost uninter- 
rupted boom. At the same time, 
it is hardly news that the shape 
of a new boom, inspired by rap- 
idly advancing government spend- 
ing for both defense and nonde- 
fense programs, is discernible over 
the Potomac. Whatever one may 
think of the long-term effects of 
acceleration in government spend- 
ing, there is broad agreement that 
it will be stimulative over the 
short term. Under the twin con- 
cerns of unemployment and the 
Berlin crisis, it would be unreal- 
istic to suppose that anything less 
than massive increases in Federal 
outlays lie ahead for 1962, with 
the year-to-year gain reaching as 
much as $6 billion by late in 1962. 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
te Billiens of Dell s iy Adjected, at Anaval Rates 
On these grounds many experi- 
. 1961 1969-—_—_— enced observers of economic condi- 
os = are — —— tions are relinquishing most of 
their doubts about the trend of 
GROSS NATIONAL PRODUCT ................... 516.1 500.8 504.5 506.4 business for the next year or so. 
Personal Censumption 336.1 320.7 332.3 329.9 . . 
Private Domestic Invest. .. 68.8 59.8 65.6 74.6 The real question about this 
Net Exports 3.9 5.3 5.1 2.3 period is whether our great pri- 
= Purchases .. eoece eescnecsoooccsoocess 2 a ye on vate markets will expand moder- 
State & Local 50.6 50.3 48.6 46.8 ay hol peesamnesinsctny A rig i 
o rising government outlays. Here 
SS ... “1s 504s 806 ~=—Ss 0.3. | the evidence is still far from clear. 
Disposable | 3618 3543 354.9 3527 | Thus far, the Administration is 
Consumption Expenditures ...........-..:-0 336.1 330.7 332.3 329.9 | betting that the response will be 
Personal Saving—d ............c.ccssesssseeseeees 25.7 23.7 22.7 22.8 moderate—a conclusion they are 
CORPORATE PRE-TAX PROFITS ................ 39.6 42.6 43 | led to by their earlier assertion 
Corporate Taxes .... 19.6 21.1 23.0 | that the U.S. economy is in a con- 
calnad Gases. jnnaisnniuenenibeatoanincieses _ — se ree dition of secular slack. They are 
a : 42 43 40 therefore not yet advocating tax 
increases, as a device to funnel 
PLANT & EQUIPMENT OUTLAYS ............... 34.6 33.9 35.5 36.3 off an inflationary concurrence of 
boom demands in the private and 
THE WEEKLY TREND public sectors at the same time. 
a asiemae "ee Ton For others, the prospects of a com- 
Ending | Week Week Ago | bined boom in both sectors seem 
MWS Business Activity Index*....| 1935-’9-100 Aug. 19 320.1 321.8 es CRS SS SRR Se mene 
usiness ivity Index*.... -"9- ug. b ‘ 304.2 ; is P iIncres = 
MWS Index—Per capito”............ 1935-’9-100 Aug. 19 227.2 228.4 219.7 el ——— : ax merenees, to 
Stee! Production Index* 1957-'9-100 Aug. 19 104.4 1025 83.6 orestall inflation in the near 
Auto and Truck Production ........ Thousands Aug. 26 85 30 55° future. 

Paperboard Production Th d Tons Aug. 19 328 332 315 whe . co ~ 
Paperboard New Orders ....cso:: Thousand Tons | Aug. 19 326 334 283 At stake, of course, is the U.S. 
Electric Power Output® saccssssss 1947-'49-100 Aug. 19 286 293 «272 price level. The indexes of Amer- 
Freight Carloadings Th d Cars Aug. 19 595 591 596 ican price movements will thus 
Engineerings Constr. Awards ..... $ Millions Aug. 24 324 479 406 be a maior indicator of th irec- 
Department Store Sales .............. 1947-'9-100 Aug. 19 142 131 139 tion of yond see u vs d lie. 
Demand Deposits—e ........se:ss00+ $ Billions Aug. 16 61.0 62.0 NAA. : al economic policy 

Business Failures—s Numb Aug. 17 366 343 279 in the months ahead. 





centers. (na)}—Not available. 


(r)—Revised. 


*Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dedge unadjusted data. (c)}—Weekly reporting member banks. (d)—Excess of 
disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 nen-finencial 
(s}—Data from Dun & Bradstreet. (t) 


S lly adjusted, | rate. (v)}—End of menth 





data. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
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No. of 1960-61 1961 | (Nov. 14, 1936 Cl.—100) High low Aug. 18 Aug. 25 
Issves (1925 Cl.—100) High low Aug. 18 Aug. 25 | High Priced Stocks ...............00000 341.8 262.7 341.8 340.1 
Composite Average 550.0 410.9 545.7 540.7 | Low Priced Stocks ............0000:-eev 729.8 527.6 703.1 695.4 
4 Agricultural Implements ....... 497.2 346.4 439.4 435.5 | 5 Gold Mining ...........seessereee 1226.0 810.8 1105.5 1105.5 
3 Air Cond, (‘53 Cl.—100) ...... 176.9 105.8 157.1 153.4 4 Invest t Trusts 173.5 136.5 172.1 169.3 
10 Aireraft & Missiles ................ 1393.5 861.9 1372.0 1339.9 | 3 Liquor (‘27 Cl.—100) ............ 1548.9 1098.2 1443.3 1455.0 
7 Airlines (‘27 Cl.—100) .......... 1163.6 736.7 1033.4 960.2 FE cksctrncctincservinicns 647.3 402.9 588.9 579.2 
4 Aluminum (‘53 Cl.—100) ..... 521.3 354.5 417.5 417.5 De seiincctiasstnteannsrrennsiee 494.2 364.2 453.7 441.6 
5 Amusements ...........:ccccceeeseeee 427.0 209.3 362.0 368.2 4 Maat Packing ...ccccscccccocssccsceee: 313.9 223.9 313.9 306.1 
5 Automobile Accessories ........ 531.1 401.0 503.9 499.9 4 Mtl. Fabr. (‘53 Cl.—100) ...... 208.6 132.4 188.1 188.1 
5 Automobiles 90.8 123.5 119.9 9 Metals, Miscell 463.3 313.3 449.8 463.3H 
3 Baking (‘26 Ci.—100) 34.9 39.0 38.6 4 Paper 1237.1 867.3 1090.1 1109.8 
4 Busi Machi 1159.1 1799.5 1773.4 Bb GRIN cinssceccersccrncnccocesessenee 828.6 609.0 785.7 771.4 
BT acess citscescensctacesonosanee 657.3 842.4 849.9 16 Public Utilities ..............00-00e0+. 476.4 341.6 476.4 472.4 
3 Coal Mining t 27.2 39.3 38.1 6 Railroad Equipment .............. 111.7 75.8 110.9 108.5 
4 Communications . 257.6 199.9 248.9 251.0 17 Railroads ....... enesscsoubeoneoncsoosece 70.1 49.9 57.6 57.1 
FF FIED dicsenssnrncnerscsnsnscens 235.2 143.3 235.2 228.4 BD Bake Bytes .ccccccccccssccseccccscsceces 1096.6 690.3 1059.1 1031.0 
5 Contai 1091.7 824.6 1091.7 1091.7 TT Steel B Won ......cccccccesseeeneeseees 464.9 325.4 400.5 347.1 
5 Copper Mining ...........--s-000 399.3 275.4 369.0 369.0 | 4 Sugar 100.9 63.0 82.9 83.6 
2 Dairy Products ...........-sss00008 232.4 146.8 218.2 222.3 2 Sulph 874.7 563.1 860.6 846.5 
5 Department Stores ................ 197.8 135.2 202.3 202.3 11 TV & Electron. ('27—100) .... 130.4 86.8 126.5 125.6 
5 Drugs-Eth. (‘53 Cl.—100) ..... 474.7 360.4 442.1 442.1 5 Textiles 262.3 183.3 262.3 262.3 
5 Elect. Eqp. (‘53 Cl.—100) ..... 402.5 310.7 402.5 388.8 3 Tires & Rubber ..............00-0000 255.9 170.6 246.2 237.1 
3 Fi Cc i 1059.6 648.8 1051.5 1059.6H 5 Tob 319.0 182.5 312.1 319.0H 
© Te NII. sssiscencensccsscsasssenes 853.1 419.3 853.1 847.6 3 Variety Stores ............-s0006 398.9 349.3 374.2 377.7 
DF I citceisciccccetsissreense» 326.0 232.1 320.9 323.5 16 Unclassifd (49 Cl. — 100)... 337.7 224.0 311.9 304.9 











H—New High for 1960-1961. 
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Trend of Commodities 





SPOT MARKETS—Sensitive commodities followed a see-saw 
course in the two weeks ‘ending August 25, with early 
strength succeeded by some weakening of prices. The BLS 
daily index of 22 leading commodities lost 0.2%, to close at 
84.8, with both of the major components of the index, raw 
foodstuffs and industrial raw materials, losing a similar 
amount. Among individual commodities, copper scrap, steel 
scrap, tin, cotton, wool tops and rubber advanced, while only 
burlap, hides and tallow were lower. However, the declines 
were more sizeable than the advances, 

Among the rank and file of commodities, farm products 
and foods were up slightly in the fortnight ending August 22, 
accounting for a gain of 0.1% in the BLS comprehensive 
weekly price index. Look for further strengthening in prices 
as business advances and increased spending takes hold. 














BLS INDEX 22 BASIC COMMODITIES 
(1947-1949 — 100) 
87 
85 
83 
81 
M.W.S. RAW MATERIALS Spot Price Index 
165 165 
160 160 
155 155 
150 150 
145 — 145 
DOW JONES FUTURES INDEX 
150 150 
145 145 
140 140 
135 135 
FEB MAR APR MAY JUNE JULY AUG 











WHOLESALE COMMODITY PRICES 


FUTURES MARKETS—A better trend was evident in commodity 
futures markets during the fornight ending August 25. Corn, 
oats, soybeans, lard, wool, domestic and world sugar, rubber 
and copper, all were higher, while cotton, coffee, hides and 
zinc were lower. Rye and cocoa were mixed while most wheat 
futures showed little change. The Dow-Jones Commodity 
Futures Index advanced 0.6 points, to close at 148.4, after 
reaching a new high of 148.8. 


Most wheat futures marked time during the period under 
review, although the new crop July option was stronger 
Farmers have approved the Agriculture Department’s new 
marketing quota system and this mean that growers wil! 
be entitled to a loan of $2.00 a bushel on the farm, on the 
1962 crop. 





BLS PRICE INDEXES Latest 2 Weeks 1 Yr. Dec. 6 














1947-1949—100 Date Date Ago Ago 1941 

All Cc diti Aug. 22 118.9 118.8 119.2 60.2 
Farm Products ..........0000 Aug. 22 88.2 87.5 866 51.0 
Non-Farm Products _...... Aug. 22 127.4 127.5 107.8 67.0 
22 Sensitive Commodities ..| Aug. 25 84.8 85.0 85.4 53.0 
PE - sciecentisicass Aug. 25 75.6 75.8 77.2 46.5 

13 Raw Ind‘l. Materials..| Aug. 25 91.7 919 91.5 58.3 
BTL: dussisncceureonanininess Aug. 25 WF CS VB. SAL 
TIS. ssisccrisnsastsnssinse Aug. 25 82.0 82.9 78.6 56.2 





MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 





1961 1960 1959 1953 1951 194) 


High of Year ...... 158.1 160.0 161.4 162.3 215.4 85.7 
Low of Year ...... 150.5 151.1 152.1 147.9 176.4 74.3 
Close of Year .... 151.2) 158.3 = 152.1 180.8 83.5 





DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 





1961 1960 1959 1953 1951 1941 
148.8 148.7 152.7 1668 215.4 84.6 
141.2 141.2 144.2 153.8 1748 55.5 

141.2 147.8 1665 189.4 84.1 


High of Year .... 
low of Year ..... 
Close of Yeor .... 
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What “Insiders” 
Are Selling and Buying 





(Continued from page 671) 


Rubber. A single large purchase 
of 1000 shares of Studebaker- 
Packard was made by Clarence 
Francis, recently installed as 
trouble-shooter in that company. 


More Recent Data 


As a considerable delay unfor- 
tunately occurs before insider 
transactions can be published, all 
of the information summarized 
above goes back to the June 
quarter. Fragmentary reports, 
however, are available for July, 
in the form of returns filed with 
the stock exchanges. These show 
that Chairman Louis Wolfson 
added 50,000 shares to his exist- 
ing holdings of Merritt-Chapman 
& Scott; President Joseph Cull- 
man bought another 4500 shares 
of Philip Morris, and Vice presi- 
dent Horace Shepard of Thomp- 
son Ramo Wooldridge acquired 
4400 shares. 

On the other hand, Vice presi- 
dent S. K. Hoffman of North 
American Aviation reduced his 
holdings to 500 shares by the sale 
of 2600 shares; the estate of 
Harry Publicker disposed of 140,- 
000 shares of Publicker Industries 
in a secondary distribution, and 
Director Stanley Hiller of Electric 
Autolite tendered 14,000 shares to 
the company, retaining 10,000 
shares. 

Charles Clare, President, J. L. 
Tecosky, Vice president, and 
Donald O’Brien, a director, of 
Compudyne Corp. sold 40,000 
shares, but each of them retains 
large holdings. Two directors of 
Hazel Bishop both bought and 
sold their own stock during July, 
effecting a net reduction of 27,000 
shares. Thirteen thousand four 
hundred shares of Vendo were 
also sold by Director Robert 
Wagstaff, but President George 
Long of Ampex added 15,000 
shares to his previous holding of 
79,000 shares. 


individual Sales Deserve Watching 


In summary, it may be repeated 
that aggregate insider sales and 
purchases must be regarded more 
aS a generalized than a closely- 
‘imed guide to forthcoming mar- 
ket trends. Corporate executives 
io not automatically, by virtue 
of their positions, have greater 
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economic prescience than other, 
more modestly endowed observ- 
ers. They should, however, and 
the record clearly shows that 
they do, have better information 
on the prospects for their own 
companies. Although the corre- 
lation is not invariable, heavy 
insider transactions most fre- 
quently reflect coming events. 

END 





Steel Industry — Bell-Wether 
Of U. S. Economy 





(Continued from page 675) 


least a speculative possibility ex- 
ists that the letdown in the sec- 
ond half will be both moderate 
and brief. Such a pattern would 
develop if the consumer would 
reverse his buying habits of re- 
cent years and return more ac- 
tively to the automobile market. 
Considering that the last big auto 
year was 1955, the constantly 
increasing purchasing power and 
the consumer’s ability to take on 
added debt justify some hope for 
an economic boom in 1962 pro- 
longed by a big automobile year. 
If so, the steel industry would 
reap its greatest advantage and 
should clearly establish a new 
earnings peak next year. 


Long-Term Views 


Looking further down the road 
beyond 1961, where is the Ameri- 
can steel industry going? Is the 
picture just outlined the final 
phase of the industry’s glory and 
the beginning of a downhill slide, 
or can the investor reasonably 
expect steel to retain its impor- 
tant place in the economy?’ Par- 
tial answers can be given. ® First 
of all, steel is still basic and no 
universal substitute for this ver- 
satile metal is in sight. True, com- 
peting metals have taken some 
markets away from steel and 
will probably make further in- 
roads in the future. But from 
here on, they will have to tangle 
with an alerted industry and any 
gains made will be well deserved. 

> Already, after years of 
watching aluminum chip away at 
some of their markets, the steel 
people were roused to action when 
aluminum started to nibble at 
the container market. Acting 
with unusual speed, the steel in- 
dustry turned out a thin tin plate 
designed to keep aluminum out 
of this area. Although the alumi- 





num product was subsequently 
reduced in price to remain com- 
petitive with the “skinny tin 
plate,” the steel people have again 
1apped their rivals by coming out 
with a lighter, thinner plate even 
more attractively priced than 
their previous effort. The next 
move is up to the aluminum 
crowd. The struggle is not yet 
over, but steel manifestly does 
not intend to lose further rounds 
by default. 


> The steel industry is at- 
tempting to bolster its basic po- 
sition by appealing directly to the 
consumer for support, certainly a 
new twist in an industry not tra- 
ditionally known for advertising. 
Research is also being stepped 
up; it is interesting to realize 
how little effort was made in this 
area until very recently. Now, 
different types of steels are be- 
ginning to emerge from the lab- 
oratories and in the years to come 
many attractive new products 
should be developed and sold by 
the industry. 


Break-Even Point Lowered 


_ One very strong point in the 
industry’s favor is both its will- 
ingness to spend money and its 
means for doing so. Whereas the 
emphasis in the early postwar 
years was upon expansion, atten- 
tion has now shifted to cost cut- 
ting. By such developments as 
oxygen lances, beneficiated ores, 
new methods of casting and the 
like, the industry has become 
highly efficient and, despite the 
ever higher wages, has drastical- 
ly lowered its break-even point 
In recent years. 

> One point too often over- 
looked in discussing the long-run 
prospects for steel is the sizable 
growth in demand occurring 
abroad. This could mean that the 
potential pressure on U.S. pro- 
ducers from low-cost foreign com- 
panies may never fully develop 
owing to the strong demand from 
their home markets. It is also not 
inconceivable that the American 
producers will expand abroad in 
an effort to take advantage of 
this overseas growth. Several of 
the smaller companies already do 
have a stake abroad, while some 
of the majors are known to be 
showing an interest in cracking 
the Common Market. 


Successful Adaptation To 
Changed Conditions 


>In sum, the American steel 
(Please turn to page 702) 
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NATIONAL STEEL'S WEIRTON DIVISIONF 


You’re looking at Weirton Steel’s new continuous cleaning and 
annealing line. This line, able to handle 2,000 feet of strip steel a 
minute, is among a host of strategic improvements now operative 
at this major National Steel division. Combined result: the fastest 
flow of the finest tin plate, galvanized and cold-rolled sheets ever 
produced by this quality steelmaker. 


Weirton’s new and improved facilities bolster practically every phase 
of production. Example: daily oxygen supply more than doubled 


FIVE OTHER 
MAJOR STEPS 
TO FURTHER 
PROGRESS 


AT GREAT LAKES STEEL in Detroit, the computer- 
controlled and operated 80” Mill of the Future— 
fastest, most powerful hot-strip mill in the world—-is 
providing more and better automobile body sheets. 


through a new large-scale dual oxygen plant. Example: a big boos 
in blast furnace production and efficiency from an increase in heart 
diameter, greater stove capacity and automatic stove change-ove 
equipment. Example: faster output of tin plate in coils through 
new 4,000-foot-per-minute side trimming line. Example: greate 
speed in the production of cold-rolled steel through a new four-stan 
tandem cold reduction mill. Example: even more capacity fo 
making tin plate through two new electrolytic tin-plating lines. 


AT MIDWEST STEEL near Chicago, the most mode@ 
and efficient steel finishing plant in existence 


Bi et 


provide industry with the finest quality tin plal@j 
galvanized sheets, hot- and cold-rolled shee t 


Yet Wi 
ment i 
investi 
etter 












































FLEXES NEW STEELMAKING MUSCLES 


booq Yet Weirton’s greater steelmaking capability is just one accomplish- tomers. It means more secure jobs for our employees and better 
ment in a program of expansion and improvement in which we are _ values for you, the ultimate consumer of the million and one prod- 
investing well over $300,000,000. This program means more than a__ucts made of steel. Other phases of this program will swing into 
better supply of the highest, most uniform quality of steel for ourcus- action soon. And we will be bringing you news about them too. 


NATIONAL STEEL CORPORATION, ouirssurcs, ra. 


eart 
e-ove 
ugh 
zreale 
-Stan 
ty fo 


Ss. 


SUBSIDIARIES AND DIVISIONS: 


GREAT LAKES STEEL © WEIRTON STEEL © MIDWEST STEEL © STRAN-STEEL © ENAMELSTRIP © HANNA FURNACE © NATIONAL STEEL PRODUCTS 


. STRA M-STEEL in Terre Haute, new finishing-line 
' ilities cre boosting quality and output of popular 
m'-coated steel panels for Stran-Steel’s handsome 


line © contemporary pre-engineered buildings. 








ie ae 


NEW RESEARCH CENTER ot Weirton, W. Va., will NEW BASIC OXYGEN FURNACES ot Great Lakes 
be National Steel headquarters for the continuing Steel. Construction will start in 1961 on two basic 
exploration of new and better raw materials, facili- oxygen furnaces —the largest ever built — which 
ties, manufacturing processes and products of steel. will add new capacity and greater efficiency. 





















industry is adjusting to the new 
competitive conditions which it 
faces rather than giving up the 
ship. Unlike the early postwar 
period, growth will not be easy 
to accomplish in the next ten 
years. But with greater attention 
focused on marketing and re- 
search, steel should at least hold 
its own. Over the long run, use 
of the metal should gradually 
expand about in line with the 
growth of the general economy. 
This in itself does not sound 
particularly impressive, but it 
does contrast agreeably with the 
flat output trend of the last few 
years. Even a modern improve- 
ment in physical volume cou!d 
stimulate a fairly signficant earn- 
ings improvement. 

Most of the individual steel 
issues appear to be giving ade- 
quate weight to earnings pros- 
pects for the balance of the year. 
Based on the expectation of im- 
proved operations in the first half 
of 1962, the shares may well work 
higher. END 





Timely Appraisal Of The Key 
Automobile Industry 





(Continued from page 684) 


1960 to 10.7% in 1961. Sales of 
the Chevrolet Impala showed an 
encouraging increase as did the 
very popular Corvair Monza 
sports model. Chevrolet itself 
captured 27% of the total car 
market in the first half of 1961, 
a gain over last year’s mark and, 
more importantly, five percentage 
points over the Ford model’s 
share of the market. 

GM was hit with the usual 
host of anti-trust suits this year, 
but the really important decision 
was the order that duPont must 
divest itself of 63 million General 
Motors common shares. Although 
no final divesture plan has yet 
been accepted by the courts, the 
precise terms of the forthcoming 
distribution remain as an im- 
portant factor for the future. Re- 
medial tax legislation seems al- 
most a necessity, with such a 
large amount of money involved 
and so many investors affected. 


Ford Makes Progress 


Ford gained momentum during 
this period, increasing its share of 
the market largely at the expense 
of Chrysler’s decline. After a re- 
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duced first quarter, earnings re- 
bounded nicely to a near-record 
second quarter, and for the year 
as a whole earnings in the area 
of $7.50-$8.00 a share are ex- 
pected. Another offering by the 
Ford Foundation was well re- 
ceived and the common stock has 
subsequently advanced 15% from 
the original offering price. Per- 
sistent reports of an eventual 
stock split and dividend increase 
have not been corroborated by 
management. 

The compact car proved to be 
quite successful for Ford this 
year, as Falcon was the number 
one seller and the Mercury Comet 
jumped from 6th to 4th place in 
compact sales. Ford’s answer to 
the Chevy Monza, the Futura, 
gained consumer acceptance, as 
did the ever-popular and newly 
styled Thunderbird. For the com- 
ing model year, Ford plans to 
introduce the new Fairlane which 
is larger than the Falcon but 
smaller than the standard 1961 
Ford car with its 119-inch wheel- 
base. The manufacturer claims 
that it combines the economy of 
the compact with larger size and 
all the optional equipment avail- 
able on the Galaxie, the standard 
Ford model this year. 


Truck sales did quite well for 
Ford even in a year of reduced 
volume. Dealers sold only the 
same number of trucks in the 
first half of 1961 as in 1960, but 
for the full year 1961 sales will 
top 1960 by almost 10,000 units. 
Foreign sales also continued to 
contribute to Ford’s profits 
through its 75% ownership of 
Ford of Canada and over 100% 
of the English subsidiary. 


A Glow on Chrysler Horizon 


The Cardinal, Ford’s candidate 
to rival Volkswagon’s supremacy, 
will be introduced late in 1962. 


Chrysler, which began the year 
with one of lowest quarters in its 
history, received a salutary 
breath of life when a new man- 
agement team assumed the reins 
of the company. L.L. “Tex” Col- 
bert stepped down in favor of 
Lynn Townsend as president, and 
the new Forward Look began to 
re-emerge at Chrysler. Townsend 
has been paring overhead, trim- 
ming unnecessary workers from 
the payroll, and otherwise at- 
tempting to lower the break-even 
point. These efforts, in addition 





to increased production, gave 
heavily leveraged Chrysler a 
profit in the second quarter, but 
it still remains doubtful whether 
the company will be able to show 
much profit for the year as a 
whole. The break-even point is 
its foremost goal at the present. 
Chrysler was the heaviest loser 
in its share of the market, drop- 
ping 3.6% from last year to 11% 
of domestic car sales in the first 
half of 1961. Once mighty Ply- 
mouth took a precipitous fall 
from third to sixth place, and 
Dodge from sixth to eighth place 
in car standings. Only the Chrys- 
ler line of cars, especially the 
Newport series, demonstrated any 
resiliency, showing an increase of 
20%. The compact Valiant was 
disappointing, with a drop from 
fourth to fifth place in the com- 
pact lineup and a decline of al- 
most 40% in total production. 
The horizon appears a little 
brighter as one looks farther. 


The new management team has | 
lifted dealer morale, and a new | 
line of cars to compete with GM | 
and Ford almost on a model-for- |) 
model basis will be introduced. | 


Chrysler’s new policy will be to 
emphasize distinctiveness in its 
models rather than confuse the 
public with a large array of close- 
ly related autos. The “62” Valiant 
will include the Signet, a 
bucketseat type of sports car 


with a 145 hp. engine, to compete | 


with the Monza and Futura. Then 
Dodge will offer the Gran Turis- 
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mo, another sports car, along 
the line of the Signet. The 
Dodge Polara is expected to pre-| 
sent the division’s most radical} 
styling changes. 

Although Chrysler is not ex-’ 
pected to show much profit this 
year, the outlook for 1962 is fair- 
ly favorable and earnings com- 
parisons with 1961 may even 
surprise the “bears”, for if 
Townsend can put the company 
back on its feet by again winning 
consumer acceptance and confi- 
dence, Chrysler could regain full 
status in the Big Three. 


American Motors Facing Tougher 
Competition 


American Motors continues to 
bear the brunt of fierce competi 
tion and the sheer size ané 
breadth of its rivals. Rambler, 
once the pride of the compat 
concept, finally yielded first bill- 
ing to the Ford Falcon not té 
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Texaco in Dakar, West Africa, is an investment in progress —and in people. 
The man with the air hose is busy with a “customer”: He is D. Magatte, a Texaco Dealer 
proud of his reputation of giving the best service in town. And Texaco is proud and 
fortunate to have men like D. Magatte representing them in many parts of the world. 
Texaco’s own progress is built on helping others to develop new skills and personal 
security. As a major producer, refiner and marketer of oil, Texaco is contributing to the 
economic stability and to the growth of countries throughout the Free World. <> 


TEXACO: SYMBOL OF WORLD-WIDE PROGRESS THROUGH PETROLEUM Ti 











mention mounting pressure from 
the Chevrolet Corvair. Fiscal 
1960-61 is considerably off the 
1959-60 pace and for the full year 
to end in September earnings of 
around $1.25 per share are in- 
dicated. Such earnings would not 
fully protect the annual $1.20 
dividend. 

AMC showed the smallest year- 
to-year loss in percentage of the 
automobile market, and still re- 
tains a 6% share. Whether this 
can be preserved in the face of 
mounting competition is ques- 
tionable. Rambler must depend 
on increasing customer loyalty in 
the replacement market by offer- 
ing the public different models. 
Ford and Chevrolet have already 
made remarkable inroads on 
Rambler’s territory by offering a 
wider variety of models through 
a more extensive dealership sys- 
tem. The failure of Rambler to 
change styles was detrimental, as 
was its lack of a_ sports-type 
model. 1961 sales will probably be 
below last year’s by 20%, and it 
is also significant to note the 
steady decrease in profit margins. 
The introduction of standard-size 
compacts will place further stress 
on AMC’s margins and unless the 
company can reverse this unfa- 
vorable trend, it could revert 
back to its pre-1958 marginal 
status. 


AMERICAN ICE COMPANY 


Common Stock Dividend 
At a meeting of the Board of Direc- | 
tors of American Ice Company held on 
August 22, 1961, the following dividend | 
action was taken: 

Quarterly dividend (being Divi- 
dend No. 74) of twenty-five cents 
($.25) per share was declared upon 
the Common Capital Stock pay- 
able October 6, 1961, to stock- 
holders of record at the close of 
business on September 15, 1961. 


EARLE D. BARTON | 
Secretary 




















Wilmington, Del., August 21, 1961 


The Board of Directors has declared this 
day regular quarterly dividends of $1.12'/2 


a share on the Preferred Stock—$4.50 
Series and 87'/2¢ a share on the Preferred 
Stock—$3.50 Series, both payable Octo- 
ber 25, 1961, to stockholders of record 
at the close of business on October 10, 
1961; also $1.50 a share on the Common | 
Stock as the third quarterly interim divi- } 
dend for 1961, payable September 14, | 
1961, to stockholders of record at the 

close of business on August 28, 1961. 


P. S. pu Pont, Secretary 
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Studebaker Must Find 
Drastic Remedy 


Studebaker - Packard is faced 
with the unhealthy prospect of 
another unprofitable year, the 
sixth such one in the last eight 
years. Estimates of per share 
deficits run as high as $1.00 per 
share for 1961. The Lark took a 
precipitous drop from fifth to 
tenth (last place) in the compact 
field, reflecting Studebaker’s con- 
tinuing inability to make any ap- 
preciable headway in the auto- 
motive field. Continuing pressure 
from the other competitive makes 
will exert further stress on 
volume and profit, even with ex- 
pected 1962 model changes in the 
style of the Lark. 

Diversification is the only ap- 
parent answer to Studebaker’s 
plight. Although non-automotive 
profits are likely to be substantial 
in 1961, they will be more than 
offset by losses in the automotive 
division. The company must take 
drastic steps to diversify its out- 
put and enter more profitable 
areas of manufacture. Tax car- 
ry-forwards in the amount of 
$34 million will expire and thus 
go unused at the end of this year. 
However, the company still has 
an additional $60 million of tax 
credits which will run out in 
1962 and 1963. 


Outlook for Trucks 


After a slow first half which 
saw a decline of 18% in truck 
production, the industry is now 
beginning to feel the effects of 
increased capital spending, re- 
plenishment of inventories, and 
increasing government expendi- 
ture for highway construction 
and military defense purposes. 
With current second half figures 
exceeding those of last year, pro- 
duction of less than 10% under 
the 1.2 million units assembled 
last year may be expected. 

Replacement demand based on 
current and estimated scrappage 
figures is expected to further ac- 
celerate the demand for new 
trucks, as time goes on. In re- 
cent years about 600,000 trucks 
have been scrapped annually and 
the average age of all existing 
trucks is over 7.5 years. As 
average hauls become longer and 
heavier and because speed and 
efficiency often mean the differ- 
ence between profit and loss to 
owners, truckers should begin to 


replace their older models at a 
stepped-up pace. 

» The demand for heavy trucks 
has been increasing steadily over 
the last decade. This augurs well 
for Mack Trucks because heavy 
models make up 90% of its truck 
volume. However, the company’s 
32% decline in truck production 
in the first quarter will call for 
a stepped-up sales program for 
the balance of the year. The com- 
pany enjoys a very profitable re- 
placement parts business which 
accounts for 26% of sales. 

Another beneficiary of the in- 
creased demand for heavy trucks, 
White Motor, should experience 
improving profit margins as 
favorable acquisition plans ma- 
ture. Although earnings for the 
first half lagged behind those of 
1960, full year 1961 results could 
approximate $3.50 to $4.00 a 
share. Stepped-up military busi- 
ness will be stretched out for the 
next year and should aid 1962’s 
profit. 

The rapidly growing truck 
transport industry also favors 
Fruehauf Trailer. Along with the 
cyclical recovery in the trucking 
industry came the favorable ICC 
decision on piggybacking. Man- 
agement has brought this com- 
pany through a critical period 
and the outlook for the future 
calls for sound financial control 
and the termination of insider 
squabbles. 

International Harvester is the 
most diversified manufacturer of 
trucks, which contribute 46% of 
sales. Farm equipment has been 
disappointing due to drought and 


lagging farm demand. However, 


IH is likely to participate in the 
Federal highway program to a 
large extent through its earth- 
moving machinery and heavy 
trucks. Earnings of over $3.00 
are estimated for the fiscal year 
to end in October. 


In Sum 


The automobile industry has 
passed a difficult year of tran- 
sition. An economic recession, 
low production and pressure on 
profit margins have all been 
weathered with fair success, and 
1962 looks quite optimistic in 
terms of auto sales. Ford and GM 
have both been successful in 
meeting the problems of the in- 
troduction of the compact car 
and, as larger models are intro- 
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duced, profit margins will tend to 
increase. The outlook for Chrys- 
ler, under new management, re- 
mains to be proved, but with any 
considerable increase in produc- 
tion it could reassert its once for- 
midable industry position. Unless 
some radical innovations are in- 
troduced by the two other pro- 
ducers, the “Big Three” will 
probably retain their industry 
dominance. END 





Auto Accessories 
Not Out Of The Woods Yet 





(Continued from page 688) 


production of 1962 models, the 
company will supply “not less 
than 75%” of GM’s needs, with 
Pittsburgh Plate Glass account- 
ing for the balance. 

As an estimated two-thirds of 
LOF’s 1960 sales were to General 
Motors, and contracts in the fu- 
ture will be renegotiated annu- 
ally, the company will encounter 
some diffisculty in maintaining 
future volume at former levels. 


> Other recent examples in- 
clude Midland-Ross’ loss of its 
Dodge and Plymouth car frame 
contract after completion of the 
1959 model run, and Electric Au- 
tolite’s loss of its Chrysler elec- 
trical equipment business at the 
end of the 1960 model run. 


Diversification as a Remedy 


In order to decrease their de- 
pendence upon the purchasing 
policies of assemblers, and to iron 
out the historically wide fluctua- 
tions in auto accessory sales, 
most concerns within the indus- 
try have diversified beyond their 
automotive activities; many are 
still seeking additional outside 
areas of production. 

Bendix and Thompson Ramo 
Wooldridge are now more closely 
associated with the missile/air- 
craft fields than the automobile 
industry, and Kelsey-Hayes is 
also becoming increasingly de- 
pendent upon the military. 

> Budd Co. is now an impor- 
tant manufacturer of railway 
passenger cars, and is also active 
in the production of vulcanized 
fiber, laminated phenolic plastics 
and electronics equipment. 

> Clevite has focused increas- 
ug attention on electronic prod- 

cts and, in fact, has become the 
‘vorld’s leading manufacturer of 
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gold-bonded germanium glass di- 
odes, a component used in large 
quantities for computers. 

> A series of five acquisitions 
since September, 1959, and the 
sale of certain assets to Ford 
Motor have greatly decreased 
Electric Autolite’s dependence on 
the auto industry also. Among 
the company’s many current 
other activities are one-to four- 
place helicopters (produced by its 
Heller Aircraft subsidiary), pres- 
sure and temperature gauges and 
instruments (manufactured by 
the Marshalltown Mfg. subsidi- 
ary) and the leasing of industrial 
and business equipment. As a 
result of a merger with American 
Thermos Products last December, 
King-Seeley now derives only 
about 20% of total revenues from 
automotive equipment and parts 
sales, with power tools, electric 
fans and motors, space heaters 
and ice cream-making equipment 
among its diverse line of con- 
sumer and industrial products. 
Libbey-Owens-Ford’s glass prod- 
ucts are also used by the con- 
struction industry, and Sheller 
Manufacturing produces mechani- 
cal rubber goods for a number of 
other industries, in addition to 
rubber and plastic auto accesso- 
ries. 

& A. O. Smith is an important 
producer of tubular steel prod- 
ucts for the oil and natural gas 
industries, and also makes glass- 
lined water heaters, storage 
equipment and pressure vessels. 
Since General Motors chose to 
make most of its own cushion 
spring requirements several years 
ago Young Spring & Wire has 
made up for most of this lost 
business through diversification 
into road building and construc- 
tion equipment, electronic com- 
munication apparatus and_air- 
craft and missile components. 

> Arvin Industries is one of 
the few concerns that has tra- 
ditionally served the auto field 
which may shortly increase its 
stake in the industry. Currently 
some 60% of the company’s sales 
are derived from auto parts, with 
the remainder being generated by 
radios, electric appliances and 
metal furniture. An extensive re- 
search program to develop an 
effective auto exhaust control de- 
vice could result in a substantial 
addition to company sales if the 
device meets with the approval 
of the State of California. Arvin’s 
revenues last year totaled $33 
million. It has been estimated 
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DIVIDEND NOTICE 
The board of Directors de- 
clared a quarterly dividend 
of 1214¢ per share on the 
common stock, payable 
September 25, 1961, to 
shareholders of record 
September 11, 1961. 


G. '. LANDSTROM 
Vice Presidens Secretary 








’ Rockford, Iilinoss | 
August 22, 1961 
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nterlake Iron 


DIVIDEND No. 69 





Interlake Iron Corporation, 
Cleveland, has declared a 
dividend of 40 cents per share 
on its common stock, payable 
Sept. 29, 1961, to stock- 
holders of record at the close 
of business Sept. 15, 1961. 


Maker of Iron and Ferroalloys 
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that if other key industrial states 
follow California’s lead in requir- 
ing motorists to install this type 
of apparatus in their vehicles, a 
$700 million annual market would 
be created. While Arvin’s device 
is only one of six now being given 
serious consideration by Califor- 
nia, and others will almost cer- 
tainly be submitted for approval 
during the years ahead, even a 
5% share of the market would 
result in a doubling of the com- 
pany’s current annual volume. 





No Startling Results As Yet 


Arvin represents an exception. 
Most accessory manufacturers 
have, as described, been reducing 
their dependence upon the auto- 
motive industry. Despite this 
trend there has so far been little 
change in their basic earnings 
patterns, as most diversification 
moves have been into other capi- 
tal goods areas which are equally 
sensitive to general business con- 
ditions. Thus, results during the 
last twelve months have been 
unimpressive, in line with the 
relatively depressed state of the 
economy in general and the dur- 
able goods segment in particular. 
During this period Budd Com- 
pany, Continental Motors, Kelsey- 
Hayes and Motor Wheel have 
reduced their quarterly dividend 
rates, and no member of the 
group has upped its payments. 
While coverage of other dividends 
has been slim, and some concerns 
have failed to match payments 
with earnings during recent quar- 
ters, the improved outlook for 
the industry during the months 
ahead suggests reduced likelihood 
of further reductions this year. 

The 1962 outlook appears more 
optimistic. Among the quality 


706 





concerns within the industry 
which should benefit significantly 
are Champion Spark Plug, Tim- 
ken Roller Bearing and Borg- 
Warner. 


Possible Future Leaders 


> Being conservatively man- 
aged, Champion Spark Plug, will 
not be seriously affected by the 
loss of original equipment busi- 
ness resulting from Ford’s recent 
purchase of the domestic spark 
plug business of Electric Autolite, 
as Ford has accounted for only 
an estimated 7% of Champion’s 
total sales. 

®& Champion has already re- 
placed substantially all of this 
business through a new contract 
calling for the supply of Chrysler 
Corporation spark plug require- 
ments. 

> Furthermore, with 1962 ex- 
pected to see a record number of 
cars on the road, replacement 
business (representing an esti- 
mated 90% of the company total) 
should also prosper. Thus, earn- 
ings in 1962 are expected to once 
again record a new all-time high, 
of about $2.90 per share, reas- 
serting the company’s history of 
continual growth temporarily in- 
terrupted this year. Longer term 
prospects remain among the most 
favorable within the auto acces- 
sory industry. 

> Timken Roller Bearing, the 
premier producer of roller bear- 
ings in the United States, is ex- 
pected to show a moderate decline 
in sales this year, but the longer 
term profits trend should be defi- 
nitely upward. Important inroads 
into the railroad freight car busi- 
ness have been achieved in recent 
years by an aggressive sales 
force. This development has led 
te a doubling of the annual ca- 
pacity of the company’s railroad 
bearing plant earlier this year. 
Over 60% of new freight cars 
ordered during the past eighteen 
months are to be equipped with 
roller bearings, most of which 
will be of the company’s manu- 
facture. The expansion of this 
important market, coupled with 
a strong position as a supplier 
to the automotive industry and 
the increasing usage of anti-fric- 
tion bearings in machinery and 
other usages make Timken’s fu- 
ture potential among the strong- 
est of those included in this study. 

® Borg-Warner is an impor- 
tant supplier of components for 
the growing compact market. 


While sales for 1961 are expected 
to be moderately below 1960’s 
$587 million, improved conditions 
within most of the many indus- 
tries served by this diversified 
manufacturer and the introduc- 
tion of several new auto parts 
should result in substantial prog- 
ress for 1962. Total sales will also 
be boosted by a promising new 
coin-operated dry cleaning ma- 
chine. Margins are expected to 
improve substantially in 1962 or 
the following year, as a result of 
a $40 million capital expenditure 
program this year for the in- 
crease of efficiency rather than 
for the expansion of plant ca- 
pacity. While continuing to be 
subject to cyclical influences, its 
longer-term potential is  out- 
standing. 


Industry Not Deserving of 
Enthusiasm 


Although selective companies, 
such as the three cited above, 
appear to have longer term merit, 
the shares of most companies 
engaged in this highly cyclical 
business do not possess particular 
attraction as long term invest- 
ments. It is true that many of 
these concerns afford liberal 
yields on current market prices, 
and therefore appear superficially 
worthy of retention or purchase 
for current income. The unrelia- 
bility of the continued future 
flow of dividends suggests, how- 
ever, that funds may be better 
utilized elsewhere. END 





Montevideo Conference 
Monument To Appeasement 





(Continued from page 681) 


replacement by Soviet ones. 

& We, who wish to preserve 
constitutional government wher- 
ever found, do not so proclaim. 
Is it any wonder that the United 
States is misunderstood every- 
where? Our representatives in 
the U.S.I.A. are mostly collectiv- 
ists themselves, and their only 
response to criticism of the 
United States as a grasping im- 
perialist power is “Yes, but it’s 
not really so bad.” Unable or un- 
willing to defend freedom, they 
leave the way open to tyranny. 

A second proposal, the estab- 
lishment of a seven-man panel to 
give some direction and coordina- 
tion to the operation, was also 
opposed by the large Latin coun- 
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tries (although supported by the 
smaller nations who wanted to be 
sure of getting their share of the 
pie) and was dropped almost 
without argument, to be replaced 
by a purely consultative body. 
The smaller nations were molli- 
fied by being promised all of the 
first $1,000,000,000 of the “emer- 
gency” aid offered by the United 
States. 

> Guevara continued his ob- 
structive tactics, introducing doz- 
ens of amendments into the 
various committees, but they were 
quickly disposed of. Although not 
villing to oppose Cuba openly, the 
delegates were not going to let 
Cuba stand in the way of their 
receiving the proffered billions. 


At the same time, they insisted 
on deleting all reference to the 
holding of “free and periodical” 
elections in the Latin countries, 
in order not to “embarrass” Cuba, 
although by that time (August 
15), it was pretty clear that Gue- 
vara was not going to sign the 
Declaration and the United States 
had made it very clear that Cuba 
was not going to receive any of 
the aid. (Since some of the aid 
is supposed to come from West- 
ern Europe, Japan and interna- 
tional agencies, it is difficult to 
see how the United States could 
make this pledge.) 


Generalities, Generalities 


> In its final approved version 
(twenty in favor, Cuba abstain- 
ing), the Declaration of Punta 
del Este, a summary of the much 
longer Charter of the Alliance 
for Progress, proclaims the fol- 
lowing goals: ® to improve and 
strengthen democratic institu- 
tions; ® to accelerate economic 
and social development; ®& to 
carry out housing programs; 
>to encourage programs of 
agrarian reform; ® to “wipe out” 
illiteracy; B&to press forward 
with programs of health and 
sanitation; ® to assure workers 
fair wages and satisfactory work- 
ing conditions; ® to reform tax 
laws; ® to maintain sound fiscal 
policies; B® to stimulate private 
enterprise; ® to find a solution 
to fluctuating commodity prices; 
> to accelerate the economic in- 
tegration of Latin America. 

The $20,000,000,000 which is 
going to pour into Latin America 
over the next ten years may do 
some good. With proper manage- 
ment and proper cooperation 
from our neighbors it may raise 
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the standard of living and launch 
these nations into self-sustained 
growth. If in the meantime, how- 
ever, we continue to demonstrate 
that we do not know how, or are 
not interested in defending our- 
selves from communist aggres- 
sion and in counterattacking such 
communist tyranny, this. will 
merely serve to line the commu- 
nist coffers and contribute to the 
destruction of freedom. Foreign 
aid by itself is not, and never will 
be, a foreign policy. If we believe 
in and defend our institutions, 
we will succeed. If we do not we 
will fail, and the lamp of liberty 
will be extinguished for all men. 

END 





Is Rubber Industry Getting 
Ready To Bounce Back? 





(Continued from page 691) 


Although General Tire is well 
established as a major producer 
of tires, principally for the re- 
placement market, and other 
rubber products, its activities in 
unrelated fields are more signi- 
ficant on an overall basis. Thus, 
General is the most widely di- 
versified company among the 
major rubber fabricators. More- 
over, its 84% interest in Aerojet- 
General probably affords greater 
growth potential (although sub- 
ject to changes in government 
policies) than for other com- 
panies in the rubber field. 

Through Aerojet, which con- 
tributed 37% of General’s con- 
solidated net income last year, 
the company has obtained strong 
participation in the rapidly ex- 
panding fields of solid and liquid- 
fueled rocket engines as well as 
missiles and space vehicles. 

& Among General Tire’s other 
interests are the RKO General 
radio and television broadcasting 
division (which contributed 27% 
of total net income in fiscal 1960) 
and an 81% interest in A. M. 
Byers, a producer of wrought 
iron. Unlike Firestone and Good- 
year, General does not consolidate 
or report its foreign operations. 
Such operations probably would 
add close to $0.40 per share in 
earnings if consolidated. 

Profits in the fiscal year end- 
ing November 30, 1961, should ex- 
ceed the $4.07 per share reported 
in fiscal 1960 and may come 
within striking distance of the 


record $4.84 earned in fiscal 1959. 
Some increase in the $1.00 an- 
nual dividend rate or declaration 
of a supplemental stock dividend 
could occur in the not-too-distant 
future. 

After ten years of litigation 
General recently obtained a pat- 
ent in connection with its proc- 
ess for producing oil-extended 
synthetic rubber. Royalty income 
on this process could add signifi- 
cantly to future earnings if pend- 
ing suits against Goodyear and 
U. S. Rubber are successful. 

Two Companies Making Strong 

Efforts to Regain Lost Position 


Among the major rubber pro- 
ducers, Goodrich and U. S. Rubber 
have failed to show the sales 
gains exhibited by the others and 
their profit margin trend has also 
been disappointing. In some re- 
spects their problems have been 
similar, in others contrasting. 

& Goodrich was a pioneer in 
the polyvinyl chloride field and is 
currently the world’s largest pro- 
ducer of polyvinyl general-pur- 
pose resins. Unfortunately, the 
initial high profit margins on this 
business attracted considerable 
competition. 

& Prices fell from 38¢ per 
pound in 1951 to 1514¢ this year. 
Profits have suffered consider- 
ably as a result. Other factors 
which have damaged Goodrich in- 
clude a relatively small interest 
in foreign areas where growth 
has been impressive, less em- 
phasis on retail outlets, and tardi- 
ness in developing natural rubber 
plantations. 

& Management has_ recently 
taken important steps to improve 
the company’s competitive posi- 
tion and aggressive expansion is 
continuing. In January, Goodrich 
acquired Rayco Manufacturing, a 
producer and distributor of muff- 
lers, seat covers, convertible tops 
and other automotive products. 
Rayco’s 140 retail outlets have 
brought the total number of 
Goodrich-owned stores to roughly 
600 and provide an important 
addition to the company’s distri- 
bution network. ® In 1945, Good- 
rich initiated a program for 
establishing natural rubber plan- 
tations in Liberia. Large-scale 
output from this source will com- 
mence in the late 1960’s. 

& Although first quarter re- 
sults were very poor, the com- 
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pany reported a slight earnings 
improvement in the second 
quarter on a small decrease in 
sales. Profits over the remainder 
of this year should exceed the 
same period of 1960 and for the 
entire year per share results may 
increase moderately over the 
$3.33 of 1960. 


U. S. Rubber, like Goodrich, 
had lagged somewhat in the de- 
velopment of foreign markets and 
until recently owned hardly any 
retail stores. The company was 
further handicapped because of 
its emphasis on supplying rela- 
tively less profitable private brand 
tires to large customers such as 
Montgomery Ward. Tires account 
for about one-half of total sales 
and about one-third of this goes 
for original equipment use— 
principally on General Motors ve- 
hicles. Another third of tire 
volume is probably sold under 
private brands. 

> In an effort to improve the 
company’s unsatisfactory past 
performance the management or- 
ganization has been revamped in 
recent years to permit more flex- 
ible and efficient operations, with 
particular emphasis being given 
to improving distribution. Retail 
outlets, numbering 40 at the end 
of 1960, are expected to be dou- 
bled this year and may reach 200 
by the end of 1964. Foreign busi- 
ness, accounting for some 20% of 
earnings, is being substantially 
enlarged. ® U. S. Rubber is one 
of five participating companies in 
a proposed $70 million petro- 
chemical complex which will sup- 
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ply Argentina’s major needs for 
synthetic rubber, benzene and 
chemical intermediates. 


> In the first quarter of 1961 
the effect of heavy fixed charges 
contributed to a much greater 
decline (47%) in earnings than 
for the other major rubber com- 
panies. Sales were down 13%. 
However, the company’s _per- 
formance in the second quarter 
was much improved, with only a 
nominal decline in sales and earn- 
ings. Substantial recovery is an- 
ticipated in coming months rela- 
tive to year-earlier levels and 
full-year earnings may be only 
modestly below the $4.44 re- 
ported in 1960. 


Armstrong Rubber, with sales 
currently at an annual rate of 
about $125 million, is dwarfed by 
the four major rubber companies. 
Despite this formidable competi- 
tion, together with that of num- 
erous smaller companies, Arm- 
strong has materially increased 
its penetration of the growing re- 
placement tire market. Moreover, 
with the exception of fiscal 1960, 
when considerable price cutting 
took place, profit margins have 
been improving. In fiscal 1960 
Armstrong enjoyed a better oper- 
ating profit margin than any 
major rubber company with the 
exception of Firestone. 

Underlying the company’s suc- 
cess has been its valuable contract 
with Sears, Roebuck, which has 
obtained the bulk of its tire re- 
quirements from Armstrong for 
more than a quarter of a century. 


> In fiscal 1960, Sears accounted 
for 61‘: of the company’s sales. 
The current contract with Sears 
(which owns 13% of Armstrong 
stock) runs until the end of 1965. 
Armstrong is constructing a tire 
plant in Hanford, California, at a 
cost of $20 million. This plant 
will increase tire capacity by 
25° when completed early in 
1962. 

Sales and earnings in the June 
quarter rose 12% over the cor- 
responding interval of 1960. In 
the fiscal year ending September 
30, 1961, earnings are expected to 
reach $3.00 per share, second 
only to the record $3.47 reported 
in fiscal 1959. The company’s in- 
terest in unremitted profits of 
29% owned Copolymer Rubber 
& Chemical may approximate 
$0.30 per share. END 





Billions In Foreign Aid Today 
— A Drop In The Bucket 
Tomorrow 
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indicated for Argentina, in the 
temperate part of the continent, 
and a still more modest 20% 
increase scheduled for the United 
States. Again, this rapid popula- 
tion growth will either require 
constantly larger contributions 
by us or will largely cancel out 
the benefits of any fixed annual 
payments. 


No Panacea Available 


This accelerated population 
growth confronts us, as the chief 
donors of foreign aid, with a dis- 
couraging prospect. 

But just as Malthus’ dire pre- 
dictions in 1798 have not came 
to pass—at least in the United 
States and Western Europe—the 
optimistic view suggests that new 
discoveries can solve the present 
problem. 

¢ New inventions and processes 
must contribute largely to the 
alleviation of the world’s popula- 
tion pressures; otherwise, we face 
disaster in the early future, not 
at some distant date. In the light 
of the enormous progress of the 
last century we can hope for fur- 
ther significant breakthroughs in 
the production of foods and fibers. 
Intensive cultivation and ferti- 
lization can increase crop yields 
enormously; irrigation will bring 
vast additional areas under the 
plow, and the sea is still believed 
to represent an almost untapped 
source of food. 


e But even these methods, 
which must be vigorously devel- 
oped, have their limits. Moreover, 
they can offer substantial relief 
only over a longer period, where- 
as the population growth will be 
painful even within five years. 

Other new processes have been 
rather irresponsibly suggested as 
the anwer to the population prob- 
lem; one fondly imagined “cure” 
is atomic energy. In actuality, 
atomic energy is so far a rela- 
tively expensive source of elec- 
tricity, and will hardly meet the 
power needs of countries where 
the great bulk of the inhabitants 
are too poor even to own a flash- 
light. It should also be remem- 
bered that the major cost in 
providing electricity arises from 
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distribution, rather than the ini- 
tial generation of energy. 


Birth Control An Essential 


e Without beating around the 
bush to avoid offending sensibili- 
ies, it is necessary to say plainly 
that birth control is the first and 
best remedy for the specter of 
over-population. 

e This method of self-discipline, 
in fact, offers the best hope of 
refuting Malthus, by substituting 
positive limitation for the cruel 
forces of starvation, disease and 
varfare that must otherwise 
come into operation. Mechanical 
birth control devices are now 
ommonplace and fairly economi- 
cal, while oral drugs that counter- 
act fertility on a temporary basis 
have recently been developed by 
several companies and are already 
in experimental use. 

e The successful practice of 
birth control does depend upon 
«a fair degree of literacy—sadly 
lacking in many of the underde- 
veloped countries. Yet the rapid 
results that a soundly conceived 
plan can have already have been 
illustrated in an Asiatic country. 
e Since the war densely populated 
Japan has promoted birth control 
vigorously, with the result that 
the birth rate has dropped sharp- 
lv from 34.3 per thousand in 1947 
to less than 18 at present. Not 
only have contraceptives been 
widely distributed, but abortion 
has been legalized and is widely 
performed. 

¢ India, with its vast illiterate 
rural population, represents a 
more difficult case — but even 
there some progress is being 
made. Birth control is being en- 
couraged actively by the govern- 
ment, while parents are offered 
the opportunity of sterilization at 
a merely nominal fee, or some- 
times even free, after the third 
child. 

As yet, however, such programs 
are merely scratching the sur- 
face, and have not caused the 
experts to modify materially 
their population forecasts for 
1975 and the year 2,000. 

Strings Must Be Tied to Foreign Aid 

Foreign aid has grown like 
Topsy; almost imperceptibly its 
objectives have shifted from 
post-war reconstruction to a 
world-wide charity operation. 
Now the concept seems to be as 
firmly entrenched in our society 
as death and taxes. Still, as Con- 
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gress discusses the Administra- 
tion’s proposal to appropriate 
$8.8 billion for direct foreign aid 
over the next five years without 
further Congressional action— 
and this amount in all probability 
will represent only a_ starting 
point, as new “emergencies” arise 
—the program deserves careful 
reappraisal. If, as many urge, we 
have no real choice about con- 
tinuing it, we at least want to 
make it as effective as possible. 
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¢ Rapid population growth is 

threatening, however, to make 

our aid ineffective in many coun- 

tries. Eugene R. Black, president 

of the World Bank, recently 

warned in a plain talk that: 
“. .. in many parts of Asia 
and the Middle East resources 
are few and there is not nearly 
enough room. Agricultural 
land which once sufficed to 
support a stationary and much 
smaller population has _ al- 
ready been divided and sub- 
divided beyond the limits of 
effective cultivation. Cities are 
crowded to bursting, and are 
still getting bigger. 

Population growth on this 
scale would be a serious chal- 
lenge to a country with ade- 
quate living standards. Where 
incomes are very low, and 
economic development is a 
desperate need, such growth 
can be a crippling handicap. 
Unless foreign aid can be in- 

creased, a country in this po- 
sition is faced with a stark 
alternative. It must reduce its 
savings or lower its living 
standards—although both are 
already inadequate. .. I find 
myself increasingly doubtful 


whether domestic savings and 
foreign aid together will be 
sufficient to allow real prog- 
ress, if present rates of popu- 
lation growth continue for 
long.” 


The frustrating element in the 
population problem is, of course, 
that it is largely beyond our con- 
trol. Many underdeveloped coun- 
tries which welcome—or more 
accurately, demand our aid— 
would reject as an impertinent 
interference on our part any ef- 
fort to control their birth rate. 
Still, the situation is much too 
dangerous to stand on diplomatic 
courtesy. Much can undoubtedly 
be accomplished by cooperation 
and persuasion. Beyond that we 
should, as necesary, tie strings 
to our foreign aid, which is run- 
ning into the billions of dollars 
and promises to continue for 
years to come. One of the most 
important of these conditions 
should be population control. END 
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in leased departments. Around 
twenty of the stores are expected 
to be open by the end of this 
year. Plans call for 50 or more 
stores by the end of 1962, with 
total volume perhaps some five 
times Spartans’ 1960 sales of 
$43.1 million. Margins will, of 
course, be much narrower than on 
manufacturing. Even so, it is 
thought that within two years or 
so earnings could be around three 
or more times the best past level, 
or in the general vicinity of $5.00 
a share. This is “iffy”. It can be 
said that the discount-store field 
does not yet appear to be satu- 
rated and that Spartans’ record 
testifies to the ability and judg- 
ment of the management. On this 
basis, we think the stock has 
speculative appeal. 


Air Lines 


In July, domestic air line pas- 
senger volume was off 1°% from 
a year ago, with seat capacity 
up 10%. In the second quarter, 
planes on the North Atlantic 
overseas routes averaged a 50% 
load factor, against 70‘ a year 
earlier. The industry may be in 
the red this year, after a fall to 
nominal total earnings last year. 
Maybe it will do better next year. 
One can always hope. We offer 
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two thoughts: (1) results have 
been generally disappointing for 
an extended period of boom in 
general business and in air traf- 
fic; (2) the whole history of pas- 
senger transport by every other 
medium has been one of putting 
capital in and not getting it out. 
Air lines have yet to prove that 
they can be an exception to this 
old rule. While easing in recent 
days, most of the stocks are ma- 
terially above this year’s lows. 
The view here is that they re- 
main risky, unpromising specul- 
ations. 


Monkey Business 


Recently Montgomery Ward 
ran up over 18% in a few days 
on big volume. Aside from rumors 
and tips, nobody can say why. 
The stock remains basically un- 
attractive and at this writing 
has given up close to half of the 
spurt cited. Studebaker, a stock 
of interest mainly to professional 
traders, spurted 50% from 8 to 
12 in a recent week, and now has 
given up nearly a third of it. 
Again, rumors and tips. We would 
not buy the stock with our money 
or yours. Parke, Davis spurted 
over 12% in a single session on 
rumors the company had or might 
soon have an anti-cancer drug. 
They have been denied. Watch 
the stock slide. Parke, Davis is 
too much dependent on the anti- 
biotic Chloromycetin which has 
had its share of controversy and 
ups and downs in sales. They are 
down now. Whether at present 
price of 37 or around recent low 
of 3234, the stock strikes us as 
a better sale than buy. END 





How Gold And World 
Currencies Are Reacting To 
Crises In Berlin And Brazil 





(Continued from page 661) 


do the West no good. Currency- 
wise, the Cruzeiro declined to 
more than 300 to the Dollar un- 
officially, but the temporary clos- 
ing of the banks and subsequent 
narrow and hesitant currency 
dealings reflect a nervousness 
concerning the economic future 
of Brazil. At the time this was 
being written, no definite solution 
was yet evident. 


To Sum Up 


(1) Gold markets show some 
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renewed activity, and the London 
gold price bears watching. But it 
is not likely that a new “bubble” 
will arise, as there is no wide- 
spread fear of a dollar devalua- 
tion. Furthermore, the Bank of 
England and the U.S. are not 
likely to allow such a price jump 
to evolve without intervening and 
selling gold to drive the quota- 
tion down even if such a develop- 
ment should arise ; — 

(2) The leading currencies of 
the West have performed re- 
markably well in the face of the 
increased cold-war tensions, and 
free world monetary cooperation 
is proving rather effective ;— 

(3) Global currency markets, 
from the evidence at hand, seem 
to be betting on negotiations and 
a peaceful solution of the Berlin 
crisis ; — 

(4) The East German econ- 
omy, although industrial progress 
has been made there, has consid- 
erable monetary troubles—not to 
mention political and social un- 
rest ;— 

(5) Perhaps the most pessi- 
mistic outlook for the West, from 
the currency and _ political-eco- 
nomic vantage points, is that for 
Brazil—a key area in the future 
progress of Latin America. END 
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Trends in the American Economy 
in the Nineteenth Century 


BY THE CONFERENCE ON RESEARCH 
IN INCOME AND WEALTH 


Professor William N. Parker intro- 
duces Volume 24 of Studies in Income 
and Wealth by explaining the special 
reason for its bulk. It represents the 
joint efforts of two very different 
groups of scholars—the Conference on 
Income and Wealth and the Economic 
History Association. The various pa- 
pers, he records, “constitute one of the 
most extended incursions made to date 
by economic statistics into the preserve 
of the economic historian.” 

These papers make individual and 
complementary contributions to the 
measurement of separate trends in the 
economic record of nineteenth century 
North America, In spite of often tenta- 
tive conclusions (tentative because of 
lack of census data, of price index 
material, of federal income tax figures, 
and of records of enterprises for the 
100 years under consideration) here is 
at least a reconstruction of what seems 
to have been the economic case in the 
light of the known facts. 


Here are some sixteen major con- 
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tributions to the quantitative history of 
the North American economy, reports 
of investigations into areas never be- 
fore so fully explored. As Professor 
Parker urges, this volume may be most 
fairly judged as a testing ground to 
see what weight of analysis it may be 
made to support. 

That some of the investigation for 
these essays has included balance of 
payments series constructed for Canada 
as well as the United States is reward- 
ing to the study of the international 
economy and provides an estimate of 
the net trade balance between the two 
countries. 


Nat, Bur. of Econ. Research, $15.00 
N.Y. 


The Agony and the Ecstasy 
A Biographical Novel 
By IRVING STONE 

Florence in the year 1475 was the 
intellectual and artistic center of the 
flowering Italian Renaissance. Into this 
gem-like city-state, ruled by the patron 
of arts and letters, Lorenzo de’ Medici. 
was born one of the greatest geniuses 
the world has produced—Michelangelo 
Buonarroti, sculptor, painter, poet, 
architect, and engineer. Few artists 
have matched the grandeur of his con- 
ceptions, or the power of his creations. 
To know his life is to know the history 
of Italy’s glory. 

THE AGONY AND THE ECSTASY by 
Irving Stone, author of Lust for Life, 
begins when Michelangelo, against his 
family’s ambitions, became appren- 
ticed at the age of thirteen to the 
painter Ghirlandaio. Shortly after he 
moved into the fabulous palace of the 
Medici as Lorenzo’s protégé. There, as 
an intimate of the circle of humanist 
scholars, and future popes, he studied 
the classics, carved his first sculptures, 
and fell in love with Lorenzo’s frail 
daughter, Contessina, a love that en- 
dured for a lifetime. 

However, his greatest passion, over- 
riding his spiritual love for Contessina, 
his carnal love for the dark-haired 
Clarissa, or the mature love for Vittoria 
Colonna, was his lifelong, titanic strug- 
gle to release the forms and beauty im- 
prisoned in pure white marble. 

No body of work was ever created 
against a more formidable array of 
prejudice, jealousy, greed, and blind 
hostility. But Michelangelo was “God’s 
own ¢hild.” His personal life story, told 
here as a novel, constitutes as forceful 
a tale of conflict and dedication as his 
staggering creativity for he was a 
universal man, robust in his appetites 
as well as in his humor, achieving the 
transition from the terror of the dark 
ages into the glorious modern era of 
the Golden Renaissance. 

At the heart of THE AGONY AND THE 
Ecstasy is the magnificent story of 
Savonarola and the fiery background of 
religious wars, as well as the fierce 
competitions with such contemporaries 
as Leonardo da Vinci, Raphael, and the 
architect Bramante. Irving Stone has 
taken for his own canvas all the revolu- 
tionary turmoil and pageantry of this 
turbulent epoch, and it is against the 
panorama of giants that Michelangelo’s 
life unfolds in a novel as exciting, dra- 
matic, and unusual as the masterpieces 
he created. 


Doubleday. $5.95 
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tharted below: 


You can have the advantage of our 
pecial skills and judgment—research 
cilities and contacts—that have gone 
to building our sound profit record, 
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INVESTMENT SERVICE 
FOR DECISIVE 1961-62 


..+ WHEN and WHERE to INVEST. . . WHEN to take PROFITS. 


As we move thru the final quarter and into challenging 1962. The 
FORECAST can be of rewarding value in the judicious selection 
and timing of your investments. 

By joining now you will receive all our coming recommendations 
as we single out opportunities to benefit from business recovery and 
massive government spending. As always, each bulletin selection is 
constantly supervised from the time you buy it until we advise sale. 


IN STEP WITH THE MARCH OF MARKET 
— BUSINESS — WORLD AFFAIRS 


Each Tuesday, we send you our bulletin which features: — 

- Our Analysis and Forecast of the Market Outlook — 

. Advice and latest data on each stock we have recommended — 

- What our own Measurements of Market Strength and Stock Group 
Indexes indicate (Our Unique Graph measuring strength vs weakness 
in stocks signalled the 1957 decline, the 1958-59 recovery—1960 
setback and advance of the past 8 months). 

- Our Washington Analyst interprets what to expect on defense and 
public works spending—money—credit—foreign policy—taxes, etc. 


SPECIAL BONUS OFFER — Subscribe today for one year and receive a 
full month of extra service free — or join for six months and get 
two weeks of added service. You will also be entitled to consult our 
staff on any 12 listed issues at a time — so be sure to submit a list 
of your current holdings with your order for our specific advice. 
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Strengthen Your Investments 


Gn the challenging days ahead we will see 
amazing ventures into space — scientific 
“breakthroughs” — revolutionary industrial 
advances and new products. 

Also, with turbulent conditions abroad — 
and “New Frontier” policies taking shape 
at home — changes of deep investment 
significance may occur in spending, taxes, 
international trade, money and credit. 

Don’t you agree that this is no time for 
a “do nothing” policy? Let us help you keep 
investments fiexibly adjusted to today’s 
conditions — tomorrow’s outlook. 


Unsurpassed Qualifications to Serve You 
Successfully: 


To safeguard and foster the growth of 
your funds — INVESTMENT MANAGE- 
MENT SERVICE as a division of THE 
MAGAZINE OF WALL STREET offers 
you unique advantages: 

— a background of 54 years of experience 

— skills and judgment of a seasoned staff 

— widespread sources of timely informa- 

tion 

— top financial library-research facilities 

— fully equipped offices in the world’s 

financial center plus able Washington 
analysts. 


Expert Analysis of Your Present Holdings: 
Our first step in serving you is to make a 
detailed report—analyzing your credit list— 
taking into consideration income, safety, 
diversification, enhancement probabilities— 
today’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly 
liquidated and likely to improve. We will 


— A “Do Nothing” policy — holding securities unchanged — may prove costly 


point out unfavorable or overpriced securi- 
ties and make substitute recommendations 
in companies with unusually promising 1961- 
62 prospects and profit potentials. 


Continuous Supervision of Holdings: 


Thereafter—your securities are held un- 
der the constant observation of a trained, 
experienced Account Executive. Working 
closely with the Directing Board, he takes 
the initiative in advising you continuously 
as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves 
you of any doubt on your investments. 


Complete Consulation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you 
to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability. (Our annual fee is al- 
lowed as a deduction from your income for 
Federal Income Tax purposes, considerably 
reducing the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of of your annual enroll- 
ment you receive our audit of the progress 
of your account showing just how it has 
grown in value and the amounts of income 
it has produced for you. 








be o investors with $40,000 or more we shall be glad to send full information on 
Investment Management Service. Our annual fee is based on the current value of 
the securities and cash to be supervised—so if you will tell us the present worth of 
your holdings or list them for our evaluation—we shall quote an exact fee—and 
answer any questions as to how our counsel can benefit you. 
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A division of THE MAGAZINE OF WALL STREET. A background of over 54 years of service. 
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A second sun: made in U.S.A. 














The sun produces energy through nuclear fusion—a gigantic 
hydrogen explosion that has been going on for more than 500 
million years. We may duplicate it. Scientists at Princeton 
University are experimenting with a Ste/lerator to attain con- 
trolled nuclear fusion that will produce endless energy from 
the hydrogen in sea water. The Stellerator is supported by 
17 USS Quality Forgings that could be made from only one 
material—a new, non-magnetic Stainless Steel called Tenelon, 
developed by United States Steel. 


Although the Stellerator is strictly experimental, there would 
be no nuclear programs of any ty~~ without steel. The very 
heart of an atomic generating plant—the reactor vessel—must 
be steel, whether it’s the power plant of a nuclear submarine 
or a commercial generating station. In addition to the reactor, 
the power station literally bristles with tons of special steels 
developed in the laboratories and produced in the mills of 
United States Steel. If nuclear power is the door to America’s 
future, the key is steel. America grows with steel. 

USS and Tenelon are registered trademarks 




















United States Steel 





